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UNITED STATES DEPARTMENT OF JUSTICE 
FEDERAL BUREAU OF INVESTIGATION 
Receipt for Property Received/Returned/Released/Seized 
ALL INFORMATION CONTAINED 


Received From 
Kx Returned To 
[] Released To 
D] Seized 


(Name) на 


(Street Address) PA&E 
1111 West Sixth Street 


(City) Los Angeles, California 90017 


Description of Item(s): 1. One sony ECM-R100 Electret condenser microphone IMP 3000 3000HM, 


black in color, measuring approximatley 3 3/4" by 2" by 5/8", serial number:129965, made in 
Japan, marked for identifiestion with 144514 june98/RH 


2. One duracell brand 1.5v АА Alkaline battery, marked for identification with 1450/4jun98/RH 
3. One true value brand 1.5v AA Alkaline battery, marked for identification with 1455/4jun98/Ri 


4. Gall's receiver RH-92 
Gall's Transmitter RH-92 with earpiece and microphone 
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UNITED STATES DEPARTMENT ОЕ JUSTICE 
FEDERAL BUREAU OF INVESTIGATION 
Receipt for Property Received/Returned/Released/Seized 


File # ALL IHPOBMATIOH CDNTAINED b3 
HEREIN I UNCLASSIFIED b7E 


DATE 04-13-2017 BY 265545811 158102 


On (date) ) item(s) listed below were: 
Г] Received From 
ky Returned To 
[] Released To 
[] Seized 


b6 
(Name) i š b7C 


(Street Address) | 
1111 West Sixth Street 


(City ys 5. Los Angeles, California 90017 


Description of Item(s); 1. One sony ECM-R100 Electret condenser microphone IMP 3000 3000HM, 


black in color, measuring approximatley 3 3/4" by 2" by 5/8", serial number:129965, made in 
Japan, marked for identification with 144514 june98/RH x 


2. One duracell brand 1.5v AA Alkaline battery, marked for identification with 1450/4jun98/RH 
3. Опе true value brand 1.5v AA Alkaline battery, marked for identification with 1455/4jun98/Ri 


4. Gall's receiver RH-92 
Gall's Transmitter RH-92 with earpiece and microphone 
| 
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RECORDED FEDERAL BUREAU OF INVESTIGATION | | Е" 
7/24/98 UNITED STATES DEPARTMENT OF JUSTICE ioc 
Hos Work Sheet 

7/24/98 


То SAC, Denver 
Squad 14/Colorado Springs Resident Agency 


b3 
e No p7E 


Lab No. 80716252 E SH 


Reference: Communication dated July 6, 1998 


Your No. 


Re PACIFIC ARCHITECTS AND ENGINEERS, INC. 
FORT CARSON DIVISION 


LORADO | 
b3 
b7E 


Specimens received: July 16, 1998 
01 وک‎ ECM~ [00 Business Mors p houx 


| Ф a су 


scratches. Some paint is also scratched off the mic base. 


The reasons for cutting part of the mic cord insulation 
or removing part of the mic’s rubber base pad were not 
determined. Neither would serve any apparent function. 


There is also a cut in the insulation of the phone jack 
insulation where it enters the case. This cut is smaller than 
the mic cord cut. 


The submitted specimen is not a “wireless microphone” 
or transmitter. In order to be used for ІОС, it would have to be 
plugged into a tape recorder or some other type of transmitting 
or audio collecting device. 


TESTING 7/28/98 Installed a new AA battery. The power light does 
not come on in either of the ON positions. It does flicker as 
the switch goes from OFF to BOUNDARY EFFECT position. 

Tested it plugged into a RS cassette recorder. It does work to 
record in the ON positions and not in the OFF position. 

Called Sony Parts Sales (1-800-488-7669) and ordered service 
manual for the ECM-R100 (They don't have an owners manual 

listed). Should arrive by mail in about 10 to 14 days. 


9/18/98 Resumed testing. Open the device and compared 
the circuit with the schmatics supplied by Sony. No indication 
of any circuit modifications or tampering. Photographed the A&B 
circuits of the device. 
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NOTES: 80716252 Е SH 


Саве 1278 b3 
Q1 One electronic device 


7/27/98 Received evidence from evidence room. 


Q1 is a SONY model ECM-R100 business microphone. It 
has no visible SN but a sticker which is in the battery 
compartment (129965) is probably the date code. There was no 
battery in the device when received. 


The model ECM-R100 microphone is designed for use in 
voice recording, particularly for conferences. The microphone 
element is omnidirectional. It stands upright on a rubber pad 
and is about 2 1/4 inches tall. It is attached to a battery 
powered amplifier system by a 2.4 foot cord. When not in use, 
the cord wraps around the amplifier case and there is a slot on 
the side of the case for the mic to fit into. А shorter cord 
(approximately 9 inches) extends from the opposite end of the 
case and terminates in a mono miniplug. This could be plugged 
into a recorder or other device. When not in use, the miniplug 
goes into a jack on the side of the case. 


On the side of the amplifier case there is a power 
indicating light and a three-position slide switch. There is an 
OFF position and two ON positions. The ON positions are labeled 
'NOISE REDUCE" and "BOUNDARY EFFECT." Noise reduction is to cut 
down background noise and boundary effect is to provide optimal 
recording when the mic is sitting on a table top and there are 
sound reflections from the table top. 


The incoming communication says it had a "True Value" 
battery in it when found. The battery was apparently sent 
separately to latents. The device is supposed to be powered by 
one AA battery. An Internet descriptive ad says it comes with a 
"Sony super battery' so the battery when found was not original. 


Also found information on the ECM-R100 in a Sony 
Accessories catalog. The MSRP is $102.99. 


There is a segment of the mic cord with the insulation 
removed. This is at the point where the cord enters the case. 
The screw heads on the case under a microscope appear to bear 
some signs of wear. 


On the base of the microphone element, the rubber 
padding near each of the 3 screws has been cut or scraped away. 
The screw heads do not show any visible signs of wear or 


zw 


Page 1 of 2 pages 80716252 E SH 


FEDERAL BUREAU OF INVESTIGATION 
FOI/PA 

DELETED PAGE INFORMATION SHEET 
FOI/PA# 1343433-0 

Total Deleted Page(s) - 43 
Page 3 ~ b3; b7E; 

Page 4 ~ b3; b6; b7C; b7E; 
Page 5 ~ b3; b7E; 

Page 6 ~ b3; b7E; 

Page 7 ~ Referral/Direct; 
Page 8 ~ Referral/Direct; 
Page 9 ~ Referral/Direct; 
Page 10 ~ Referral/Direct; 
Page 11 Referral/Direct; 
Page 12 Referral/Direct; 
Page 13 Referral/Direct; 
Page 16 Referral/Consult; 
Page 17 Referral/Consult; 
Page 18 Referral/Consult; 
Page 19 Referral/Consult; 
Page 20 Referral/Consult; 
Page 21 Referral/Consult; 
Page 22 Referral/Consult; 
Page 23 Referral/Consult; 
Page 26 Referral/Consult; 
Page 27 Referral/Consult; 
Page 28 Referral/Consult; 
Page 32 Referral/Consult; 
Page 33 Referral/Consult; 
Page 34 Referral/Consult; 
Page 35 Referral/Consult; 
Page 36 Referral/Consult; 
Page 45 Referral/Consult; 
Page 46 Referral/Consult; 
Page 47 Referral/Consult; 
Page 58 Referral/Consult; 
Page 59 ~ Referral/Consult; 
Page 119 ~ Referral/Consult; 
Page 120 Referral/Consult; 
Page 121 Referral/Consult; 
Page 124 b6; b7C; 

Page 132 Referral/Consult; 
Page 133 Referral/Consult; 
Page 134 Referral/Consult; 
Page 135 Referral/Consult; 
Page 136 Referral/Consult; 
Page 137 Referral/Consult; 
Page 138 Referral/Consult; 


XXXXXXXXXXXXXXXXXXXXXXXX 


X 
X 
X 


Deleted Page(s) 


X 


No Duplication Fee X 


For this Page 


X 


e | Ф 2100. ям 


ALL INZOONATIONM CONTAINER 
HEREIM I9 UN LASSI FIED 
UATE 24-12-22. Bi Е HSICO 


FD-631 (11-28-86) 


Denver, CO 80294 


August 9, 1999 
g , b3 


b6 
b7C 


PA&E b7E 


1111 West Sixth Street 
Los Angeles, California 90017 


b7C 


The attached material obtained from you in connection with an investigative activity 
of the Federal Bureau of Investigation (FBI) is of no further value to this agency or the 
Department of Justice. Тһе ЕВІ is prohibited from destroying this material; therefore, it 
is being returned to you for whatever disposition you deem appropriate. 


Very truly yours, 


Mark J. Mershon 
Special Agent in Charge 
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GALL'S RECEIVER RH-92 
GALL'S TRANSMITTER RH-92 
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Title and Character of Case: 


PACIFID ARCHITECTS AND ENGINEERS IN FORT CARSON DIVISION 


Date Property Acquired: 1 Property Acquired: 
U.S. ARMY ROCKY MT. RESIDENT OFFICE 
b6 


06/26/1998 
FORT CARSON CO b7C 
Anticipated Disposition; i : 
RETURN 
Description of Property: 27777777 Date Entered 
1В 1 


1. ONE SONY ECM-R100 ELECTRET CONDENSER MICROPHONE IMP 3000 
3000HM, BLACK IN COLOR, MEASURING APPROXIMATLEY 3 3/4" 
BY 2" BY 5/8", SERIAL NUMBER:129965, MADE IN JAPAN, 
MARKED FOR IDENTIFICATION WITH 144514 JUNE98/RH 
Barcode: Е1325539 Location: ECR B 110 SA 07/01/1998 


2. ONE DURACELL BRAND 1.5V AA ALKALINE BATTERY, MARKED FOR 
IDENTIFICATION WITH 1450/4JUN98/RH 


Barcode: E1325540 Location: ECR B 110 SA 07/01/1998 


3. ONE TRUE VALUE BRAND 1.5V AA ALKALINE BATTERY, MARKED 
FOR IDENTIFICATION WITH 1455/4JUN98/RH 


Barcode: E1325541 Location: ECR B 110 SA 07/01/1998 


— Pig 


SERIALIZED: FILED 
| 010% |. 
Case Number: ЕБІ — DENVER 


Owning Office: DENVER 


с 


| ВУ: MIC 


ыл зз 
СЫ 04-13-2017 


Indices Search Slip 

FD-160 (Rev. 5-22-89) 

To: Оса Services Manager 
Requested by 


ubj 
о) SI SX Con — SPA ce 
Allieses S 
Mat 
\ ` iN =a ХЕ ` ` О Female 
ПІ Exact Spelling L3 Main Criminal Case Files Only ПІ Restrict Locality of 
С? All References n Criminal References Only Š 
O Main Security Case Files Only ПІ Main Security (if no Main, list all Security References) 
ПІ Security References Only D) Main Criminal (if no Main, list ail Сит ninal References) 
[3 General Indices: ПІ мес ІП Pos O ISIS: 1 мес O POS 
Searched b Date Searched b Data 
DJ Confidential Indices: ГІ NEG [3 POS D OCIS: O NEG O POS 
Searched b Date searched b Date 
О ELSUR Indices: nec Cpos ВТЕ 
Searched by Oate 
D) FOIMS: Пімес O Pos ПІ MICRO: С NEG ГІ POS 
Date 
П GLOBAL: Ci NEG O POS O REGIONAL: D NEG © POS 
Searched by Date Searched by Date 
Place an "X" by the Field Office(s) to Query for Regi ла! Searches. 
Northeast Mid-Atlantic C 2ntral Western 
Û Albuquerque 
Û Albany Û Atlanta ПІ New Orleans (1 Buffalo С Little Rock С Anchorage 
С Bern Switzerland Cl Baltimore O Norfolk O Chicago ПІ Louisville ` O Butte 
Û Bonn Germany С? Brimingham © Quantico О Cincinnati O Milwaukee О Honolulu 
Ci Boston С Chartlotte O Richmond D) Cleveland LJ Minneapolis О Las Vegas 
Li London England ГІ Jackson O San Juan O Dallas O Oklahoma City О Los Angeles S 
Û Mexico City Mexico | Û Jacksonville O Savannah Q Denver O Omaha С Phoenix 
Û New York City O Knoxville O Tampa С. Detroit O Pittsburgh O Portland 
[3 Newark С Memphis C) Washington Field С El Paso Û San Antonio С Sacramento 
O Parish France С Miami С All above O Houston D Springfield O Salt Lake City 
{Л Philadelphia Li Mobile | 0 Indianapolis O St. Louis Q San Diego 
DJ Rome italy Я Kansas City. С Ail above С San Francisco 
С All above {1 Seattle А 
С All above 
File & Serial Number Remarks File & Seria Number Remarks 
b3 
b7E 


о Ал 


Оқалы был Хой. M бышым Wh | | 
| 
А 


Consolidated Бу 


Reviewed by 


1 - Identical 
NI - Not identical 


, File Review Symbols 


?- 


U - Unavailable TC m 


Not identifi able 


SECRET es vh ULM 


a - Ы А 


a ALL ТОТО CONTAINED 


€ HEREIM I3 UNCLASSIFIEH 
REPORT OF THE UATE U4-13-2017 BY 66545511 Nelle 


INFORMATION RESOURCES DIVISION 
FEDERAL BUREAU OF INVESTIGATION 
WASHINGTON, D.C. 20535 


* 8-258 (Rev. 8-5-91) 
* 


\ 
«o 


September 24, 1998 
То: SAC, Denver 
Squad 14/Colorado Springs Resident Agency 


ыз 
FBI File No Ъ7Е 


| Lab No. 80716252 E SH 


| Reference: Communication dated July 6, 1998 


Your No. 


Re: PACIFIC ARCHITECTS AND ENGINEERS, INC. 
FORT CARSON DIVISION 


| b7E 
| 


Specimens received: July 16, 1998 
Q1 One electronic device 


Results of examination: 


The Qi specimen is a SONY model ECM-R100 business 
microphone. A label in the battery compartment of the 
specimen bears the number 129965. There was no battery in the 
device when received. 


The SONY model ECM-R100 microphone is a system 
designed for recording in a conference setting. The electret 
condenser microphone element is omnidirectional and stands 
upright on a rubber pad. The microphone element is attached 
to its own battery powered amplifier circuit by a 2.4 foot 
cord. The cord wraps around the amplifier case and the 
microphone fits into a slot on the side of the case when it is 
not in use. Another cord extends from the opposite end of 
the case and terminates in a monaural type miniature phone 
plug which can be plugged into a recorder or other device. 


Page One (CONTINUED - OVER) | 
al a 


This Report Is Furnished Fer-Offieial-Use-Only 


When not in use, the phone plug goes into а jack on the side 
of the case. 


On the side of the amplifier case there is a power 
indicating light and а three-position slide switch. There is 
an OFF position and two ON positions. The ON positions are 
labeled NOISE REDUCE and BOUNDARY EFFECT. Noise reduction is 
to cut down background noise and boundary effect is to provide 
optimal recording when the microphone is sitting on a table 
top and there are sound reflections from the table top. 


For testing purposes, a new type AA battery was 
installed in the Q1 specimen. The power light did not come on 
in either of the ON positions. It did flicker as the switch 
was moved from the OFF to the BOUNDARY EFFECT position. 

The specimen was tested while plugged into a portable cassette 
recorder. It did work to record in the ON positions and not 
in the OFF position. The manufacturer's specifications 
indicate an expected battery life of 300 to 600 hours 
dependent upon the type of battery used. 


Examination revealed that segments of the microphone 
and phone jack cords had some insulation cut away. This is 
near the point where the cords enter the case. Also, the 
rubber padding near the three screws on the base of the 
microphone element has been cut or scraped away. The purpose 
of these cuts was not determined. 


The amplifier circuit boards of the Q1 specimen were 
compared with schematics supplied by the manufacturer. There 
were no indications of any circuit modifications or tampering 
which would cause the device to function as any type of 
transmitter. 


The submitted specimen is not a wireless microphone 
or transmitter. The electronic circuitry of the Q1 device is 
only an amplifier. In order for the Q1 specimen to be used to 
intercept communications, it must be plugged into a tape 
recorder or some type of transmitting or audio collecting 
device. 


The interception of communicatio i i 
conducted by Forensic Electronics Examiner ТЕ 
[ | с 


Тһе 01 specimen will be returned to the Denver Field 
Office under separate cover. 
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25 


FEDERAL BUREAU ОЕ INVESTIGATION 


Date of transcription 10/09/98 


Social Security Account Number | 
résidence address 
residence telephone 
was interviewed at the Colorado Springs Resident 
Agency, Colorado Springs, Colorado. After being advised of the 
identity of the interviewing Agent and the nature of the inquiry, 
Гада the following information: 


‘In April 1996, Pacific 


jtects and Engineers, Inc 

e he was upset with 
PA&E, for being verbally abusive employees during 
meetings that were held in the PARE conference room the day 
М 


being 
. verbally abused Бу| Îlon April 2m 22 ав 
interest in taping] | knowledge to 


"e i 
obtain evidence for disui: Rl eeded “hard 


evidence dismiss e was the “golden boy” of the 


The recording device was purchased through the PA&E 
purchasing department and was ordered by number only, however, 
the women who worked in finance кі пе what was 
being purchased. On May 1, 1996, 
put. а tape.recorder іп the conference room. to tap 
meeting with other PA&E employees. The recording device was 


placed in the ceiling of the PA&E conference room on May 29, 1996 

by The receiver for the 

ER was place ice so he could hear what 

oing on in che: meetings. On one cecasionl | 
could hear ing оп in the conference room 

while they were in office. as ever 
Е. that resulted in evidence against meve, 
[E given a three-day suspension for provoking a fight 


Bp PA&E employee. He was later fired sometime in 1996 
by 


It was| ^ ]opinion that the recording device was 
eventually just forgotten. Other PA&E current or former employees 


Investigation on 10/07/98 a Colorado Springs, СО 
нші | Date dictated 10/09/98 
by SA 


Y 


This document contains neither recommendations nor conclusions of the FBI. It is the property of the FBI and is loaned to your agency; 
it and its contents are not to be distributed outside your agency. 
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that would have knowledge of this device would b 


responsible 


elied 


was not concerne 
Lockheed Martin could not be a competitor on the_Fort Carson 
contract in the future. This action resulted in 


identified the photograph of the audio device 
taken from the PA&E conference room ceiling on June 3, 1998 as 
the same device that was placed in the ceiling on May 29, 1996. 


on contract. 
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Precedence: ROUTINE Date: 10/26/1998 


To: National Security Attn:  NS- 
Denver Attn: sa | 
Colorado Springs 


Page 1 


ALL КАМА ION CONTAINED 


From: Houston HEREIH IS UMCLASSICIED 
- NS-2 DATE 04-19-2017 BY Себе HSICC 


Contact: sA[ | 713/693-731 
Drafted By: [ Бе 
Case ID d: | (Pending) 


Title: PACIFIC ARCHITECTS AND ENGINEERS, INC. 
FORT CARSON DIVISION 


E 


Synopsis: To report results of contact with Brown and Root, a 
competitor of Pacific Architects and Engineers, Inc. (PA&E) and 
to report the lead covered. | 


Details: In Denver EC dated 09/22/1998, Denver requested that 
Houston contact the security director for Brown & Root, Houston, 
Texas to determine if this company is bidding on the Fort Carson 
contract and whether they have been approached by any current or 
former PA& wi ri information. On 
10/22/1998, i 
company of Brown and Root апа 

Halliburton were contacted at their offices 
4100 Clinton Drive, Houston, TX; telephone number 
After being advised of the identity of the interviewing Agent and 
the nature of the interview, the following information was 
obtained: 


ocated at 


Halliburton, through its' Government Contract Division, 
Classified Section, bid on the Fort Carson contract as part of 
its’ base maintenance program. ^ ]advised that the proposal 
was submitted prior to our meeting. He contacted the individuals 
assigned to the Business Development and Proposals Sections and 
generally described the situation. They are reviewing their 
records to determine contacts by prior or current PA&E employees. 
They wili report future contacts to[ ^ Д|мһо has agreed to 
contact the FBI. 


No further investigation will be conducted in the 
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Houston Division unless contacted b| — [ава this lead is 
considered covered. 
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FEDERAL BUREAU OF INVESTIGATION 


Date of transcription 08/07/98 


& ort Carson Division was 


ngineers, Inc. Y 
interviewed at the PA&E.offices, Building 6140, Fort Carson, 
Colorado. After being advised of the identity of the interviewing 
agent and the nature of the inquiry] ^ [furnished the following 
information: 


He confirmed the manner in which the audio device was 
found in the PA&E conference room. After this device was found, a 
Search was conducted of the entire building and no other device 
was located. A search was conducted of PA&E records and it was 
determined that they do have one audio device identical to the 
one found in the conference room, however, it is accounted for 
and in control of PA&E. He does not suspect any relationship in 
the office that would cause an inside employee to put such an 
audio device in the conference room. He did acknowledge that PA&E 
had laid off twenty employees, ten of which previously worked in 
Building 6140. Some of these employees have gone to work for 
competitors of PA&E. Competitors are continuously running 
advertisements every Sunday in the newspaper looking for resumes 
of people to hire in anticipation of bidding on the operations 
and maintenance contract for Fort Carson[ has no reason to 
suspect any of these former PA&E employees ОҒ placing this audio 
device in the conference room. 


[ [statea that no sensitive discussions are held in 
the conference room. This room is only used for processing new 
employees, meetings with government representatives, project 
update discussions with project managers all of which is common 
knowledge. had no explanation as to why such a device would 
be located in the conference room. It would be much more 
effective if such a device were placed in his office were 
discussions on proprietary information only occur. 


[confirmed that PA&E does stock Tru Value batteries 
ound in the audio device. He does recall that a 


who has been gone approximatel [im 
was hired by PA&E as a employee and later 
she worked her way up to a job[ ^ ] 
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was involved in attempting to sell PA&E proprietary іп 
to Lockheed Martin and was subsequently fired by PA&E. шщ 
was last known to reside in Wor 

a competitor of PA&E. The only other ا‎ r 


released by PA&E was a former 11 
employee who lasted only а short time with PA&E. 


[ ]statea that two of PA&E's major competitors are 
Lockheed Martin and Holmes & Arbor located in Texas. He has not 
observed any inappropriate competitor activity since the bid 
proposals have been initiated. 


The rear door to the projection room in the conference 
room is kept locked and ersonally checks all the windows 
and doors prior to leaving for the evening. 
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Date of transcription 08/07/98 


residence 

is the 
Pacific Architects and Engineers, Inc. (PA&E), Fort 
Carson Division was interviewed at the PA&E offices, Building 


Social Security Account Number[ | Be 


b"7C 


6140, Fort Carson, Colorado. After being advised of the REA 


of the interviewing agent and the nature of the inquiry, 
furnished the following information: 


He demonstrated the location of the projection screen 


and where the audio device was found. He stated that PA&E 


employees put the projection screen up in the conference room in 
1995. The most sensitive information possessed by PA&E is their 


overhead, profit rates and number of people allocated to a bid 
proposal. Nothing of this nature was ever discussed in the 
conference room and was only discussed in his office. The 
meetings heid in the conference room involve matters of common 


knowledge. had no explanation as to why such a device would 
be located conference room ceiling. The audio device found 
was not used in presentations by PA&E employees. suggested b6 
that the easiest мау to service such a device wot е to close b7C 


the conference room door and change the batteries. Nobody would 
enter the conference room if the door was closed and it would be 
unlikely that someone would go through the rear projection door 


which is kept locked. 


The recent proposal for a contract for operations and 


maintenance on Fort Carson will probably reach the 100 million 
dollar amount. The request for a proposal has just been put on 


the street for initial bids and the contract will be awarded in 


early 1999. He has observed competitors counting the number of 
cars outside PA&E offices, however, there have been no other 
instances of competitor activities. It is entirely likely that 
PA&E will team with another contractor on this bid proposal. 


stated that PA&E's major competitors for this contract are b6 


Brown & Root; J&J Maintenance, Austin, Texas; ITT Federal 
Services Corporation, Colorado Springs, Colorado; Space Mark; 


Dycor, Reston, Virginia; and, Vinnell, 12150 East Monument, Suite 


800, Fairfax, Virginia. He advised that PA&E corporate offices 
are located at 1111 West 6th Street, Los Angeles, California. 
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PA&E has laid off more than one hundred employees this 
past year, however, there have not been any repercussions from 
these layoffs | наз not aware of апу relationships among 
PA&E employees at would precipitate an attempt to collect 
information on a fellow employee by use of such an audio device. 

was aware of a PA&E former Human Resources employee who was 
alleged to have put a similar device in her office and later 
dealt PA&E proprietary information to a PA&E competitor. He does 
not suspect any current or former employees with the exception of 
the incident involving the former Human Resources employee. 
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the interviewing agents and the nature of the ллу г 


furnished the following information: 


Carson, Colorado 
laced 


When shown a picture of the listening device found at 


Ft. Carson,  ]saia he did not recognize the device, he did 


not install the device, and knew nothing about it. He then said 
that he knew it was found in building 6140, in the conference 


room. said he had first heard about the device three or 


four weeks after he had left Ft. Carson for Los Angeles. 

ad heard that there was a listening device found and 
that had reported it to the government contracting officer. 

said that it was not common knowledge that people knew 
about the listening device at the Fort Carson PA&E location. He 
then said that "news spreads quick there", because there are only 
about 260 people working at that facility.|[ C þpeculatea 
that most of those people probably heard about the listening 
device through rumors. 


said that PA&E was founded in 1955 and dealt 
mainly with government contracts.  PA&E main business is 
Operations and Maintenance. PA&E corporate headquarters staffs 
approximately 35 full-time employees. When asked about 
competition [replied that there were many competitors in 
the Colorado area to include ITT Federal Services and Lockheed 


Martin. Government jobs usually would attract eight bidders out 
of twenty-five available bidders. 


At the conclusion of the interview| _lagain 
advised that he did not know the circumstances of the discovery 
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of the device, he did not know who put it there, or for what purpose. 
asserted that he had never heard of anything like this b6 
appening before. b7C 
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снае Attn: Squad 14 
SA b3 
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rom: Los Angeles b7E 


Squad NSD-3 


Contact: sl (310) 996-3549 
case mm. [— — — — Juentiagi- 18/ Enel. 1 C ÑD 


Title: PACIFIC. ARCHITECTS AND ENGINEERS, INC. 
FORT CARSON DIVISION 


у 1 
Synopsis: Lead interview conducted at Los Angeles. b3 
b7E 


Enclosures: Two copies of FD-302 interview of ННН т 


with original interview notes іп 1-A envelope. 


Details: О Bs 
interviewed as requested by FBI Denver's DIC 
Colorado Springs RA (CSRA). Results of interview are enclosed in 


FD-302 with this communication. 


Both agents studied the background information provided 


by C ing the intervi is information stated 
that| vised tha knew of the device, b6 
the circumstances of its installation a ort Carson, and its b7C 


intended use. 


account of the events surrounding the be 
placement of the device was totally i pue 
background information furnished by 
disavowed any knowledge of the device and denied any involvement 
in its installation. He did, however, know the exact room 
(conference room) and the exact building (building 6140) without 
being told this information by the interviewing agents. 
did not offer any explanation of why he already knew this 
information. b3 
b7E 


АКНЕ 


wERIALIZED „ HE 


| DEG 1 0 1998 ja 


— рві = DENVER : 


> £ 


em Ф 
То: _Denver E ® Los Angeles 
ва: [12/27/1998 


displayed a high degree of agitation 


being interviewed. Upon completion o rview, as 

was escorting the agents to the door, (presumably as a 
joke) said “Don’t come back here again, I only want to see you 
guys in a shopping mall or somewhere”. Both agents noted this as 


a strange farewell. 


Los Angeles does not believe| č ļis telli 
entire truth. Los Angeles is prepared to re-interview 
at the request of Denver/CSRA. Los Angeles can invite 


to take a polygraph examination and can arrange for a polygraph 
if Jagrees. 


Until such time as Denver/CSRA requests further 


assistance from Los Angeles, Los Angeles considers this lead 
covered. 
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Title: PACIFIC ARCHITECTS AND ENGINEERS, INC. 
FORT CARSON DIVISION | 


| 


Synopsis: То set forth results of lead sent to WFO. 


Болай — | o£ FD-302 of interviews wit | 2 
Details: Interviews were conducted at DynCorps and Vinnell be 
Corporation. The of DynCorps and Vinnell BUE 


Corporation were interviewed and provided the Е 
information. The Vinnel] identified 
ee American Operations Corporation (AOC), as a possible 


source of information. AOC prepares bid proposals for_companies 
that are bidding on contracts. The information eps j] 


provided is also enclosed for Denver’s review. 


WFO has completed Denver’s request and is placing this 
lead in a closed status. 
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Details: Оп 12/15/98, 
resi 
had worked for PA&E from at the company’ 

to| | 
and recalled being to about the audio device bein aced in 
the PA&E conference room sometime during 1996 by fana the 
women in purchasing and accounts payable department. This device 


oe yl and enclosing an FD-302 of an interview of 
Fort Carson Division, 
was ordered b then PA&E 


was picking on her during weekly employee meetings. The 


device was ordered fro i equipment supply company, 
possibly 166 or Galls. had lace the 
device in the conference room and, at one poin 


showed[ ^  ]where he had placed the device. She described the 
placement of the device as above the big projection screen in 
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ов 22/18/98, da current pasz 
was interviewed and advised that he started with PA&E in 


To: National Se ity From: Denver e 
Re: 12/21/1998 


PA&E conference room. blackened out the item on the 
purchase order when he submitted it to PA&E accounts payable. The 
accounts payable department called the vendor to verify the 
purchase. 


He stated that he was directed to purchase the audio device 


found in the PASE confer e room | ` was at 
the time chef [н purchased the device from 
Galls, a company at specializes in police equipment. Не 


believes a check from PA&E purchasing and accounting department 
was sent with the order. i i irectly to 

who gave it to surveyed the 
conference room prior to the installation of the device. The 
reason for installing the device was to record conversations of 
PA&E employees who were bickering during weekly meetings. 


= the initial installation wj 
modifications possibly in May 1996. I was implied by 

ҮІ анына "codd not tell anyone about the device. Тһе 
transmitter was placed in the ceiling of the PA&E conference room 
in the hole where the projection scr ixed to the 


ceiling. The receiving device was in ffice. 
— nere saw the device two or three months later in 


office| ]stated he was not involved i 
removal of the device prior to it being seen by him in 


office. He was shocked when he found the same audio device in the 
PA&E conference room ceiling on 06/03/98 while rehanging the 


projection screen. The only modification to the devi 
him was that the microphone had been painted white. 
denied reinstalling the device after seeing it in 


office in July or August of 1996. 


[ bia not reveal to investigators the origin 


of the device when it was discovered because he felt a sense of 
loyalty to PA&E upper management. Also, he stated he has a 
tendency to just freeze in situations like this and just not say 
anything. apologized to the investigators for not 
volunteering this information sooner. He denied having been told 


by anyone in PA&E not to discuss this matter with investigators. 
In addition, he has had discussions wit ince the 


device was discovered, however, none of these discussions related 
to this device.[ Toe not know why or how the audio 
device he installed initially was returned to the original 
location after he saw it in| office. 


Names of other former PA&E employees who could verify 
the reason and those responsible for the plac this device 
in the PA&E conference room where provided by and 
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To: _National „Ө... From: Denver © 
Rei] 12/21/1996 


It now seem clear that this audio device is the 
result of an internal PA&E activity and not the actions of a 
cowpetitor. Nonetheless, considerable investigative time was 


expended by the FBI to reso when clearl 
ve been avoided had not lied to 
FBI Agents. 


ccordingly, Denver is of the opinion chat 
PA&E should be made cognizant of the facts of this 
investigation. He should be asked why 
| would jeopardize the company’s government contracts, 
the company's security clearance, possible violation of the 


Interception and Disclosure of Wire, Oral, or Electronic 
Communications (Title 18, USC, Section 2511) and possible 
criminal violation for lying to an FBI Agent by failing to 
truthfully explain to the FBI the facts surrounding the discovery 
of the audio device at PA&E's Fort Carson facility. In addition, 
he should be reminded that the FBI bas expended unnecessarily 
resources and investigative time on this matter due to the lack 
of candor by[ оша be asked to address whether 
PA&E may be using е S discourage other potential bidders. 
It should be made clear to| | ]that no further investigative 
effort will be made in this matter since it is evident that this 
is an internal PA&E problem and does not appear to involve a 
domestic or foreign competitor. A decision on whether to present 
this matter for criminal prosecution is still pending. 
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DynCorp Inc., work 
address: 20 y Drive, Reston, Virginia, business 
telephone: interviewed telephonically at his 
place of employment. was made aware of the 


interviewing agent and the nature of the interview. Не 
voluntarily provided the following information: 


stated that he contactea| | 
DynCorp Enterprise Management Group, a division of 
DynCorp that manages large facilit prepares contract 


proposals. stated tuu oat they had submitted 
a_contract proposal Fort Carson grounds and maintenance. 
said tae] - stated that none of his employees had 
een contacted by PA&E employees with proprietary information. 


hat he also contacted 

for DynCorp Enterprise Management 
stated tst аа that there were two 
contracts up for bid at Fort Carson. One contract was with the 
Directorate of isti nd the other with the Directorate of 
Public Works. ишинин stated that DynCorp only bid on one of 
these contract. This bid was made in conjunction with the 
company NVT. lL ]statea that NVT is a smaller company 


that bids on contracts with the assistance of larger companies. 
The contracts are known as small business set asides. 


[аа tnatl___Jstatea that none of his 
employees ha een approached by PA&E employees with proprietary 
information. 


а 


Investigation on 12/01/1998 м Reston, Virginia (telephonically) 
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DynCorp Іпс., work 


address: 2 y Drive, Reston, Virginia, business 
telephone: was interviewed at his place of 
employment. was made aware of the interviewing agents 


and the nature о е interview. He voluntarily provided the 
following information: 


stated that he had not heard of any 
employees of PA&E approaching employees of DynCorp Inc. 
soliciting any PA&E proprietary information. 


that DynCorp Іпс., bids on contracts‏ ا 
similar to the contract that PA&E currently has at Fort Carson,‏ 
Colorado Springs. He stated that he is unaware if DynCorp Inc.‏ 
is submitting a bid when the contract comes up for renewal.‏ 


stated that he would follow-up with DynCorp 
Inc.’s. marketing department, to inquire if DynCorp Inc. is 
bidding on the Fort Carson contract. 


stated that he would also inquire to see if 
any DynCorp Inc.’s marketing department employees had been 
approached by any current or former employees of PA&E with PA&E 
proprietary information. 


stated that he would call the interviewing agents when 
he obtained the information. 
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Vinnell Corporation, work address: 12150 East Monument 
Fairfax, Virginia 22033-4053, business 


Drive, Suite 800 

telephone: was interviewed at her place of 
employment. was made aware of the interviewing agents and 
the nature о e interview. She voluntarily provided the 


following information: 


EN ра сей that she was unaware of Vinnell receiving 
any proprietary information from current or past. employees of 
PASE. | | 


further stated that she was unawar 
bidding on a project at Fort Carson. 


see 1 ey were aware Oo 
contract. 


indicated that Vinnell was bidding 
on a Fort Carson contract with the Directorate of Logistics, but 
it was not a contract that dealt with providing grounds and 
maintenance for Fort Carson. They further stated that they were 


unaware of any current or past PA&E employees soliciting PA&E 
proprietary info 2 і the conference room апа 
returned with 


[= stated that Vinnell was bidding on a Fort Carson 
contract an е company American Operations Corporation (AOC) 


had prepared the bid for Vinnell. Тһе point of contact at АОС 
sl state that AOC might have prepared bids 
for other companies a е m on the Fort Carson grounds 


and maintenance contract. stated that he was unaware of 
any current or past PA&E employees soliciting PA&E proprietary 
information. 


were made aware of the 
identity of the interviewing agents and the nature of the 
interview when they joined the meeting. The information that 
they provided was provided voluntarily. 
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b6 


American 
Operation Corporation (AOC), work address: 1420 Spring Hill Road Bye 
i , McLean, Virginia, 22102, business telephone: 
| ene: intervieved at his place of employment. Was 
made aware of the interviewing agent and the nature o e 
interview. Не voluntarily provided the following information: š 
stated that AOC had prepared proposals for the b6 
Fort Carson grounds and maintenance contract for Lilly Brandon b7C 
and Brandon (LB&B) пеј iS acd: &5: Columbia, Maryland, 
business с m] 

[stated that he had not been approached by any b6 
current or past employees of PA&E with PA&E proprietary b7C 
оор that in the course of preparing the. 
proposal for LB&B they conducted research. said this 
research consisted of talking to key personnel at LB&B and going 
to the library. further stated that he was unaware of 
LB&B personnel having knowledge of PA&E proprietary information , 
but said that some of their employees were former PA&E employees. 

stated that during the summer of 1997, LB&B held b6 
a open house in Colorado Springs. Не stated that the open house b7C 
was attended by job seekers, some of which were former employees 
of PA&E. stated that also around the same time PA&E had 
laid off numerous employees. He stated that this was around the 
time that AOC was conducting preliminary work for LB&B's 
forthcoming proposal request. 
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. From: San Antonio 


Squad 11/Austin Resid cy 
p~ Contact: ss 512/794-3023 
u^l approved by: [ __] 
Drafted By: [ва 
Case ID #: [| (Pending) -aS b3 


b7E 
Title:  PACIFIC ARCHITECTS AND ENGINEERS, INC. 
FORT CARSON DIVISION, 
FORT CARSON, COLORADO; 


Г |] 


Synopsis: То report results of investigation conducted at 
Austin, Texas. - 


Administrative: Reference Denver ЕС dated 09/22/1998. 


1 


Details: Referenced communication requested San Antonio to 
interview Security Director for J&J Maintanence, Іпс., 3755 
Capitol of Texas Highway, to determine whether this firm was 
bidding on a contract at Fort Carson, Colorado and whether it had 
been approached by anyone from the captioned firm with 
proprietary information of that firm regarding this or any other 
contracts. \ 


Оп 12/02/1998, sl interviewed Î un 
J&J Maintenance, Inc., above Austin 
address regarding the cited matter[ ^ ^ ]stated that his firm 


could not bid on the Fort Carson contract as a prime contractor 
since the firm was considered to be too large by the Small 
Business Administration, the administrator of the contract. 
Instead, J&J was listed as a sub-contractor for a small business 
contractor, BMAR, located in Hopkinsville, Kentucky. He noted 
that J&J Maintenance already had a contract with the community 


hospital located at Fort Carson. 


b3 
ОН СОН b7E 


To: _National 5-0... From: San Antonio е 
ве: «4d 12/21/1998 


stated that he was not aware that any current or 
former employee of Pacific Architects and Engineers (PA&E) had 
been/or was currently making offers to provide proprietory 
information which would effect the re-bidding of the Fort Carson 
maintenance contract. He indicated that if he learned of such 
offers, he would contact the Federal Bureau of Investigation 
(FBI). 


provided the point of contact and address for 
BMAR as follows: 


Telephone 


No additional investigation being conducted at San 
Antonio. 
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SECRET 


FEDERAL BUREAU OF INVESTIGATION 


Precedence: ROUTINE Date: 02/18/1999 
То: Los Angeles Attn: _Evidence Unit — 
| 
F ес “С 


Attn: “Со ings RA 
SA (719) 329-6546 
From: Los Angeles 


NSD-3 b6 
Drafted By: [ — оське 


b7E 


(gy) Title: еее -(8) PACIFIC ARCHITECTS AND ENGINEERS, INC., 


FORT CARSON DIVISION 
FORT CARSON, COLORADO 


Е = 


Synopsis: (0) То forward evidence from FBI Los Angeles to FBI 
Denver, Colorado Springs RA. 


(89 Бегі Fr = 
Sify $ 


ШП-зағағавсет-- (8) |l p7 


Enclosures: (U) Galco transmitter, no serial number; Galco 
receiver, no serial number, microphone and earpiece for same; 
original Fedex shipping box with original paperwork. 
Details: (U) Referenced evidence is being forwarded to FBI 
Denver, Colorado Springs Resident Agency (CSRA) for file # b3 
as part of return on referenced lead. This evidence is b7E 
for retention by CSRA. 
(U) Bar code for item is E1649182 
(U) B-1 number for item is 1B2 
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FEDERAL BUREAU OF INVESTIGATION 


Date of transcriptionO 2 
10:00 A.M. SA 


b6 
bC 


On 02/05/1999 at approximatel 


telephone 
interview concerning captioned case. 


SA callea[ — |numer, and Be 
answered. SA identified himself and asked if Bit 


to arrange an 


remembered him revious interview whi 

November 1998. said he remembered SA 

then volunteered “I remember that I told you I never wanted to 
hear from you again”. 


«АГ ееп scheduled а meeting with[ Да be 
the Los Angeles FBI main office, 11000 Wilshire Boulevard, Los pe 
Angeles, CA, for Monday, 02/08/99 at 10:00 A.M. 


In the afternoon of 02/05/99 telephoned SA : b6 

to change the date of the interview. did not b7C 

know his schedule for the week and advised SA 

would call during the afternoon of 02/08/99 and advise when he 
was available for interview. 


Investigation on 02/05/1999 » Los Angeles (telephonically) 
b3 
File # Date dictated b6 
b7C 
у 02/05/1999 н 


This document contains neither recommendations nor conclusions of the FBI. It is the property of the FBI and is loaned to your agency; 
it and its contents are not to be distributed outside your agency. 
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FEDERAL BUREAU OF INVESTIGATION 


Date of transcriptiond 2 / 22 / 1999 


On 02/18/1999 at approximately 4:50 РМ, sas[ | be 
took possession of items relatin [s] ids 
captioned investigation at the residence = | 


turned over to Agents| | [ое b6 
Galco transmitter (no serial number), and one Galco receiver (no b7C 
serial number), along with an earphone, microphone, and antenna 
as part of the set. ЗА ]Е111еа out ап Ер-597 form 
reflecting the captioned items, and ролше ا‎ а 
сору. 


sa[ (отпей this transmitter/receiver set over to b6 
LA FBI evidence unit, Northridge, CA, on 02/19/1999 at b7C 


approximately 2:30 PM, with instructions to forward the items to 
"-— FBI Denver, Colorado Springs Resident Agency. 


02/18/1999 a Burbank, California 


| Investigation on 


b3 
File # Date dictated b6 — 

b7C 
by 02/22/1999 b7E 


This document contains neither recommendations nor conclusions of the FBI. It is the property of the FBI and is loaned to your agency; 
it and its contents are not to be distributed outside your agency. 
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218/99 1000 Ат. FS 


b7C 


I ша first shown A picture of what was described 


yo Ме AS A record) Vice д? Noy. 25 1998 
at Mu offie ne | I indicated ` 
fhe t I had 100-502) Wye device before. 
oA — formed me Ye device fad beep 
ovnd in the Conference room of building c 
6/40 at Fart Carson, Colorado. Z related Ahat 
T had heard frem ottns Hat 4 уйре reoni 
device. was КОО с Cont 6 room ~ 


b 

2 it дуеу ОРУДИЕ ó 

ал Jone ov July oF. b. This is All Z ` 
know of Lhe huest atin and Т do Ke 
recognize the pecevding device сала. 
weh has again жеў Yresey ted’ Yo ie 


fodaye 


HEREIN [5 UNCLASSIFIED 
ПАТЕ 04-19-2019 HY COSWSOHII НЕС 


e ALL РЕ CONTAINED 


The undersigned has been briefed on Title 18, USC 1001, and has read and understands the 
following: 


TITLE 18, UNITED STATES CODE 1001: 


(a) Except as otherwise provided in this section, whoever, in any matter within the 
jurisdiction of the executive, legislative, or legal branch of the Government of the United States, 
knowingly and willfully--- 


(1) falsifies, conceals, or covers up by any trick, scheme, or device a material 
fact; 


(2) makes any materially false, fictitious, or fraudulent statement or 
representation; or 


(3) makes or uses any false writing or document knowing the same to contain any 
materially false, fictitious, or fraudulent statement or entry; 


---shall be fined under this title or imprisoned for not more than 5 years, or both. 


b6 
` b7C 


Signature Date: ж/е 


Witnessed by: Рае: / FER 99 


WSDL, ль ЗАКИ ЫЙ азба مک‎ 


“Әл 


Ба CLE 


A es 


IG ERE DUNS до ыер чы 


салад ZZ 


TIR] 


hn RET PCR o RE ы Хаа ас 


ода дала ы АМДЫ LE 


е 


| 


: ЕТ PET x SPLii 
FedEx. USA Аб. _ м. 0010 Recipient's Copy 


| 
G i 
008069 i ДЕ КЕ ç 
ед | | . Tes de өр AER (94 ET a: 152% EET express Package Service Packages under 150 lbs. ету 
Honc > >: + 
бае: : Owen © Е. ем с 


dEx Priority Overnight L] FedEx Standard Ovemight 2 
(Next business moming} (Next business afternoon] 

FedEx First Overnight 

(Eatfiest next business morning delivery to select locations) (Higher rates apply} 


PE fen. i 7 19) кн i73 FedEx 2Day L] FedEx Express Saver _ a 
ae See eee C. 


E ? A E E "i . (Second business day] (Third business day} 
! i = f o . FedEx Letter Rate not available. Minimum charge: Опе pound rate, 3 ` 
е жн е f ton 0277 57 М Express Freight Service Packages rS. . ENR 
MB Tu Diesem, м C m m £. 
- „Ж қаса узел e к. uS 
AE s LE eg | FedEx,- Г FedEx Е бақ е: FedEx еге о б 
e: " i RM 48 р йн ж ы mk, z ` ‘Die aB рак | 15 АЖА, — Tube МИ Pig. e 
Wig rie E LECHE р — & ln 
Sot чу” Mad d Mall Special Handling 25: e 0 erem rm" | 
Я 3 p af. m bots tis shipment contain dangerous роо?! L. RN Miu De beri 
Ж АЕ Eds : 
css |305 ел 
тш S. A 1 nt m" [...] Obtain Recipient _ . 
I "d b Ns "x ae iss] Fedex Account No. Қ 
b dom in сы = o DO 
> | Š ' SC ава .. 7 x 
“0% E TR i e PE [p ы “ 
ig T x Б қаға of Bou avery .. 
! x жаа тей . Der! 
а E EA 2s ONSE ЫЫ ce 
s -3 ПЕТРЕ А ^M S M wa 
О) i Ties n. Tool Dele Vat oe 
N in ub ru de For HOLD at FedEx Lo ӨТӨ at ali $. zo di. 
i VE id Wee! elvery , , 7 
Е Ро s ТІ ЕЕ E Я 
. LEO: ap ur — ы. 
. t 2 О Е ЕЕ ` .t 
РА Hy | 
Mm О : MS 
` 3 | En я 
l 


ЕЯ gies “A itte ОША 
HER CER деледі iie xd ED 


n 


NET rr 


NS ! ALL IN? F oTr ИЕ 
ү i ў HEREIN IS DUNCLASS 11 
d я ` De . | u < 2  BATE 2, Be 55441852811 Belo: 
" ES i PM i Р K à 
" N ° ts А р x ! А а. caet s N qa ` , ^ А . т | 
жж cct CL c кра йй гас онн kosa тоқсан MIC кырын ананын ані C FREE 
00137 | ] 


7o vee А, 


ALL ТН ОВАН (CONTAINED 
HEREIM I9 UN LASSI FIED 
UATE 04-19-2017 Bi ИЕ 


i © 


FD-302 (Rev. 10-6-95) 


sT- 
FEDERAL BUREAU OF INVESTIGATION 


Date of transcription2 / 18 / 1999 : 


2/18/1999. After being advised of the identity of 
interviewing agents and the nature of the inquiry, 


furnished the following information: 


was interviewed to verify his knowledge of a 
recording/listening device found on 6/03/1998 in the conference 
room in Building 6140 at Fort Carson, Colorado. SA 
Е photograph of the listening device found а 


t Car his photo was the same one shown t by SAs 
on 11/25/1998. Sa[ |азкей 
оок а e photograph and to write a statement as to 


knowledge of the device. did write a statement and 


noted that he has no knowledge of the device in the presence of 
sas | | 


SA then requested to read Title 18, 
j tates Co After had read the passage SA 
e o sign the provided form acknowledging 
that had read the passage. id read the form 
шашыла m it in the presents of SAs and 
[to comment on several _ | 


provided the following on each 
individual: 


who worked at PA&E 
for[ _lyears. knew her for Е those years at the 


Fort Carson office. 


who 


also worked in She was employed by PA&E for 


years. left PA&E in 


с === А computer coordinator who worked for 


| Investigation оп 2/18/1999 at Los Angeles 


2/18/1999 


This document contains neither recommendations nor conclusions of the FBI. It is the property of the FBI and is loaned to your agency; 
it and its contents are not to be distributed outside your agency. 
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b6 
b6 

who worked for PA 526 

[ — ]vears: e also was a for less than 


year. 


fo than[ _ [ear БЕ 
between in the hen they both 7° 
were in from the 


service as a 


b6 
in ы? 
ЗА ]then asked[ ^  ]questions related to the b6 


discovery of the listening device at Fort Carson. provided 57С 
the following information: 


ГГ - lessertea he did not intend to tape conversations of b$ 
persons in the conference room where the device in the photograph was Ъ7С 
found. 


never recommended that any recording device be kept bé 


secret from PA&E employees. BIC 
never placed any recording device, as shown in the se | 


photograph or otherwise, in the conference room nor did he direct one 
to be installed. 


id not paint the end of any microphone white in bé 


the photograph. b7C 
Г ]aees not know how the listening device in the Be 
photograph was put into the ceiling. b7C 
asserted he holds a valid, current TS/SBI b6 

clearance, with a re-investigation date sometime during 1995. b7C 
After[ — |ЕҒіпізһей answering the structured questions, ud 


he further elaborated on several topics: 


that the building where the device in the DO‏ نەە ل ا 
picture was found, building 6140, was not a building where procurement ?’°‏ 


meetings were held and does not know why the microphone would be 


FD-302a (Rev. 10-6-95) 


[— —7] : 
b7E 
b6 


placed in that room. 


The distance from the conference room Рб 
where the device was found was approximately feet. The building PIC 
where the conference room is located is made of a wood frame and is 
one story building. 


ing at the photograph of the microphone. and 
id remember the microphone. He added that b6 

after SAs left the interview in November, he did 7C 
recall the microphone. said that he knows his office did 


receiver, 


lose a tape recorder. en asked why he did not mention this 
information to the interviewing agents in November, ^ ]commentea 
that the photograph the agents had shown him was not the recording 
device he remembered. ee revealed to the interviewing agents 
that there were two more audio monitoring devic jsted in 
addition to the device noted in the photograph. stated he 
knew of these devices but has no knowledge of the item in the 
photograph.[ | Jaia have knowledge of these two other listening 
devices in the November interview but never mentioned them. 


did authorize the purchase of a recording/ b6 
listening device for the purpose of monitoring a possible sexual b7C 
harassment case. An employee of pas] — аво worked іп the 

department had stated she had been sexually harassed by a 
fellow employee. ought legal advise on verifying her 


allegations yee [E a Denver based legal firm, Stettner, Miller, and 
Cohn. From that office were legal 
consultants on this issue. clarified that this legal office 


stated they needed transcripts of conversations to identify the 
harassment charges and did not specifically suggest using any form of 
listening or_recording devices to make the transcripts. That choice 
was made by| [и the intent to transcribe conversations. 


researched which listening Рё 
device should be purchased to produce the transcripts. Both women ШЕ; 
found а device they thought would work, recommended it to 
and А даршан to the purchase both women ordered the 
device. The recording/listening system that was purchased was a small 
tape recorder with a small microphone, a playback tape deck, a 
headset, and a small foot-pedal for transcribing purposes. The device 
was purchased on a government account іп 1995.[  |вам the 


— devices when — arrived. The devices were held with 
[| заза that] ҹаз audio taped and that she?“ 


% 
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b7E 


did not know she was i j aped. Per PA&E legal council, PA&E 
did not have to tell that she was being recorded. Legal P6 
council advised that according to Colorado state law only one party b7C 


that all parties must be informed that they are being recorded. Since 
the incident happened on a military reservation, the military law 
should have been adhered to, but PA&E individuals decided to follow 
Colorado state rules instead. 


The recorder was used in interviews with ^ Jana b6 
b7C 


transcripts were made from recordings. 
in regards j 

sexual harassment. would have 

transcripts of these interviews. After internal PA&E investigation, 

no sexual harassment was found. 


She was interviewed b 


After this incident, the recorder was determined to be 
missing, and an investigation was initiated. Normal inventory 
procedures called for the Property Manager to inventory such an item 
once per year, using i lists maintained through the Property 
Management office. had been doi is j t that b6 
time. The tape recorder shou ave been on inventory, b7C 
but it was never found. 


needed to know they were being recorded. Military law however states 


was informed that persons working at PA&E at the b6 
time of the discovery of the listening device had been =| aa b7C 


ted that the listeninq device was used to record 
mm — — M upset in his job, 
e at fellow employees wou not help j is job, but that 
Ecce never surreptitiou said that the 
recorder was strictly for the incident. 


asserted that there was another listening device b6 
with a receiver in his office that was purchased on a government b7C 
account, but was not the receiver and microphone in the photograph. 
The purchase of this receiver was not for listening to 
was in response to possible future scenarios similar to 
type scenarios". Only a few people were to know about the receiver 
that had purchased but it was not to be common knowledge. The 


receiver s in office.[ ^ ^  ]is unsure if 
he or if actually gave 
receiver. This was not unusual for 


o purchase the 
authorization responsibilities. 


put 


to share 


The unit was received and tested for performance in 


2 |реғісе. Тһе only PA&E employee present during e] b6 
b7C 


%, 
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b6 

Continuation of FD-302 of ,On 2/18/1999 , Page 5 b7C 
test was mnm The device never eeu an exhaust P6 

fan muffling e sounds in the conference room. later stored Ь7С 


the unused device in his office desk. ed why the device was 
never returned because it did not work said that was a good 
question and that it just never was returned and he was not sure if it 
could have been. Said device was to be used to listen to 
conversations with the device being in open view. said the 
device was neither uninstalled nor reinstalled. 


left the entire listening device that he had b6 
purchased in his desk drawer at Fort Carson. It consisted of a small Ь7С 
transmitter with a small button microphone, a small receiver, and a 
flexible rubber coated antenna. The device was battery operated and 
had cord jacks on the unit for installation of other recording or 
listening devices. 


b6 
b7C 


sent it back to him because "he didn't want 
to see any more recording devices". said the listening 
device he had was not used to spy against the government. 


When asked if there were any grievances that he thought 
existed between other employees at PA&E and himself E b6 
exclaimed there definitely were.|[ ^  ]|iisted several individuals b7c 
with whom he had problems and who no longer work at PA&E. 


said these people would have reason to “bash” PA&E so that e firms 
these people are employed with now could get pending government 


contracts. 
commented that[ | did not fit with the 
culture of PA&E. Не bumpe h other employees and bre 
aggressive with employees. |-_Jeonfzontea|_ | but said 
there were no problems. A confrontation rented ol etween з 
another employee at PASE. |] |  ]subsequentiy e 


company voluntarily. 


cL | terminated for providing PA&E b6 

company information to a competin 5 Bie 
(U) аде" released at the beginning of [| B6 

because of firm downsizing. BIS 
(U) [was released because her position was b6 
b7C 


abolished. 
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b6 
(yy[ ] askea an individual by the name od о be | 


iwa asss 
after, found the listening device in the ceiling of the conference 


room. 
(U) SA tolal Ша T Ü information is 56 


inconsistent wi Ormation being reported by other past employees 

at PA&E. SA also reminded 

November 1998, made as SA 

interview, where said, "I don't want to see you guys again". 
replied that comment was not intended to be personal but as a 

military comment made after an investigation has concluded. 

arrerted the comment did not mean anything derogatory. 


resign. 


Department. Items over $2,500.00 are signed off by or a 
department manager. А11 items purchased are catalogue y a property 
manager. The listening device found in the ceiling should be 
catalogued if it went through this purchasing format. The catalogue 
would show the model number, the serial number, the date purchased, 
and the number of times the item had been inventoried. | јваја 
he never blackened out any description of any said device on any 
purchase order. 


NENNEN that government procurements done for orders Pê 
that are less that $2,500.00 are done by the off by and Property Р?© 


Once on the property manager's list, all items are 
inventoried periodically. If an item is missing, an internal 
investigation is conducted to locate the item. 


asserted that this this system was not foolproof,  b6 
and that one individual could subvert the system and order items оп а 57С 
government contract, and have these items not appear on any property 
list. No one would know that these items had been purchased or 
received by PA&E. 
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FEDERAL BUREAU OF INVESTIGATION 


Precedence: PRIORITY Date: 02/23/1999 


To: зына Attn: Squad 14 
From: Los Angeles 


Colorado Springs RA 
с ПИ 
(719) 329-6546 

Squad NSD-3 


p Contact: s | E (310) 996-3549 
pn 


Approved By: 


Drafted ву: L___ neste 
Саве ID 4&:i[ | (Pending)-0/enet -29,28 


.Title:  PACIFIC ARCHITECTS AND ENGINEERS, INC. 
FORT CARSON DIVISION 


Synopsis: Results of interview off фе Los 


Angeles. 


Reference: [ | 


Enclosures: In 1-A envelope: Interview FD-302; original FD-597 
and associated FD-302; original signed statement; original 1001 
acknowledgment statement. Copies of listed items are included. 


Details: On 2/18/99 Los Angeles agents 
interviewe 
at the LA mande Los Angeles obtained a 


signed statement from as well as a signed acknowledgment 
of Title 18 USC 1001. 


denied having anything to do with purchasing, 
installing, or using the recording device found in the conference 
room at Fort Carson.[ ]did however admit to buying other 
recording/monitoring devices through PA&E. 


[story was quite inconsistent, at first denying 
ever having ordered any devices on a government contract, then 


later in the interview admitting to authorizing a purchase of a 
different device. se p obtained this second 
device on the afternoon of 2/18/99 and forwarded it 


Denver/Colorado Springs RA. This device was s 


ОЕ : 
ОЕА 720 FILED 


А 2... CRENSORIT НН 


b6 
b7C 


b3 
Ъ7Е 


b6 
b7C 


b6 
b"7C 


b6 
bp7C 


October 1998 by the current 
NOTE: the microphone of this device was painted white. 


| етене sene to try to implicate other PA&E employees іп 
the incident surrounding the discovery of the device at Fort 
Carson. asserted that there were several current and 
former PA&E employees who bore grudges against him and would be 


likely suspects in attempting to make him appear guilty of 
installing such a device. 


story was not entirely believable, but contained 
enough specific information to warrant further investigation to 
confirm or deny version of events. 


Los Angeles notes that] was 


mistakenly classified as “seere”. This serial should in fact be 
unclassified. 
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FEDERAL BUREAU OF INVESTIGATION 


Date of transcription 12/18/98 


Nu 


b6 


Social Security Acc p7c 


residence address 
residence telephone 
ice of the Department of the Army, 
Rocky Mountain Resident Office, 902d Military Intelligence Group, 
4850 Ellis Street, Suite 2, Fort Carson, Colorad Present during 
the interview was Special A 0 s] 902d Miltary 
Intelligence. After being advised of the identity of the 


interviewing Agent and the nature of the inquiry, [_ ]furnishea 
the following information: 


He stated he has been employed with Pacific Architects Б6 
and Engineers, Inc. (PA&E), Fort Carson Division, Fort Carson BIC 


was aware that| [914 direct the purchase of an audio 
device which included a transmitter and a receiver. 


may have been the PA&E employee who purc 
evice for This device was tested once in 
office and was shown the device after it was purchased. The 


device was never used and was left in| ^ þffice. 


PA&E the device to PA&E 
headquarters after left. oes not know why 
purchased this device. 


had discussed with| ^ |tne possibilities of b6 
taping discussions between PA&E and United States == BIE 
tati A 


concerned with how PA&E employees. 
stated there were no discussions with on acquiring 
an audio device to get information on erating employees. 
could not rule out the possibility at an audio device was 
acquired for taping conversations with PA&E employees 
and it was just left in the conference room ceiling. 


advised he has never seen the device that was b6 


removed from the PA&E conference ceiling. He was aware that the bie 


Investigation on 12/18/98 at Colorado Springs, CO 
Date dictated 12/18/98 be 


This document contains neither recommendations nor conclusions of the FBI. It is the property of the FBI and is loaned to your agency; Vl Ki / / | 
it and its contents are not to be distributed outside your agency. KE 
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b7E 
EN b6 
Commason oroar [о] ыы 2 5 


device was painted white to blend in with the ceiling. It was 
common knowledge that no sensitive information was discussed in 
the conference room. This room was used primarily for briefings. 

did not feel the device found in the conference room ceiling b6 
was placed there by a competitor but more likely was an inside b7C 
job to collect on personalities. 


[ _ |had knowledge а{ | a former PA&E пе 


employee, had i ing device in her office. He was told about Eye 
this device by and act the device. He denied 
ever having a conversation with about putting a 
listening device in the ceiling of the PA&E conference room. 

viewed a photograph of the audio device that was bo 
removed from the ceiling of the PA&E conference room. He denied bie 


ever having seen the device before and stated it was not the 
ТА ватани ` shown him previously] [denied having апу 
conversations with| ^  |sinee the discovery of the audio 
device. 


2 2.2.4... 
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Date of transcription 12/18/98 


b6 
b7C 
was interviewed at the offices of the Department of the Army, 
Rocky Mountain Resident Office, 902d Military Intelligence Group, 
4850 Ellis Street, Suite 2, Fort Carson 1 Present during 
the interview was Special Agent 902d Miltary 
Intelligence. After being advised of the identity 
interviewing Agent and the nature of the 21-1 
furnished the following information: 
stated that he started with Pacific b6 
Architects and Engineers, Inc.(PA&E), Fort Carson, Colorado in b7C 


In approximately May 1996, he was directed 
then the C o ao purchase the 
audio device that was found in the ceiling of the PA&E conference 
room. believes he was approached by[ | lto 


purchase this device b would constantly bring up new 
technical equipment to . He had hear hat there 
the РА&Е 


was bickering amongst d wanted to 
capture this bickering on tape [purchased the audio 
device through Galls, a company at specializes in law 
enforcement equipment. 


Peer eer 1-0 the PA&E conference room prior b6 
to the installation of the audio device. made the b7C 


installation in the ceiling of the PA&E conterence room with the 
microphone located in a hole in the ceiling that was drilled to 
hold the chain hanging the projection screen. He denied making 
any ifi ions to the device. The listening device was placed 
in| |оЕҒісе so that he could overhear conversations in 
the conference room from his office. The purchase went through 
PA&E purchasing and accounts payable department cut 
by PA&E to pay for the purchase of this mas 
believes that a check was sent to Galls with the purchase order. 


He believes that cut the check for the purchase 
of the device. The device came dir ly to who gave it 
to It was implied by that he should not tell 


anyone about the purchase or installation of the device. 


Investigation on 12/18/98 a Colorado Springs, CO 


b3 
File # Date dictated 2127/18/98 Ž b6 

b7C 
by b7E 


This document contains neither recommendations nor conclusions of the FBI. It is the property of the FBI and is loaned to your agency; 
it and its contents are not to be distributed outside your agency. 
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Continuation of FD-302 of О 4. on 12/18/98 ‚Раве — 


[| _understooa that the device was removed two 
or three months after the initial installation. He did not do the 


remov. the device. He saw both pieces of the device in 
desk drawer which is the reason he knew it was 

removed. He does not recall ever changing the batteries in the 

device after it was first installed in the ceiling. He may have 


told about the device. He denied ever being present 
in office when conversations were may have been 
overheard. 


He recognized the device he found on June 6, 1998 as 
the same device he had originally installed in the conference 
room. The only modification to the device he observed from the 
time he had originally installed it was that the microphone had 
been painted white. Only the transmitter was discovered in th 
ceiling. The receiver was not with the transmitter and 
does not know where the transmitter is currently located. He does 
not know why it was put back in this same location and was 
surprised when he discovered it. 


stated he did not come forward with this 
information at the time he discovered the device on June 6, 1998 
and when he was interviewed about the discovery because he did 
not care to know what was going on. Also, he did not reveal the 
knowledge he had about the device because of lovalty to upper 
management. He has had conversations vith [C = the 
discovery of the device, however, none of these conversations 
related to the discovery of the device. He has not been told by 
anyone at PA&E to not talk about the circumstances surrounding 
the device. 
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Date of transcription 12/18/98 


b6 
b7C 


business telephone After being advised of the 
identity of the interviewing Agent and the nature of the inquiry, 
ын СІ” the following information: 


She was employed with Pacific Architects and Engineers, 
t Carson Division, Fort Carson, Colorado from 
She was the 


b6 
was the PAGE bic 


ordered a listening device from_a_police 
company, possibly Galls or 165. had 

ut the device in the ceiling of the PA&E 
conterence room showed[ ^  ]where he had placed 
the device which was above the big screen in the conference room. 
The purpose of the device was to catch 1 other 
PA&E employees during weekly meetings so that would have 
evidence with which he could discipline[ ^ | The device was 
installed sometime in 1996. 


b6 


When| —  ]piacea the order for the device he l9 


blacked out the item before he gave it to the PA&E accounts 
payable department. The personnel in the PA&E accounts payable 
department called the police supply company to verify the order. 


was told about the device by the women in the PA&E 
accounts payable department and] 


Others who may be knowledgeable about this incident 
amet ane was in PA&E accounts payable at the Be 
time, and now works for b7C 

business tele 


Investigation on 12/15/98 at Colorado Sprin 5, СО 
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Date dictated 12/18/98 b6 
b7C 
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File # 
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FEDERAL BUREAU OF INVESTIGATION 


Date of transcription 12/31/98 


Social Security 
residence address 
residence telephone 
telephonically contacted the Federal Bureau of Investigation, 
‘Colorado Springs Resident Agency, Colorado Springs, Colorado on 
December 28, 1998 at 11:29 am and furnished the following 
information: 


She had been advised that the Pacific Architects and 
Engineers, Inc. (PA&E) account number that was used to purchase 
the listening device found in the ceiling of the PA&E conference 
room at Fort Carson was 319A. Use of this account number does not 
require PA&E to provide the United States Government with an 
itemized statement. 


12/28/98 


Investigation on 


at Colorado Springs, CO | (telephonically) 


File Date dictated 12/31/98 
by 


This document contains neither recommendations nor conclusions of the FBI. It is the property of the FBI and is loaned to your agency; 
it and its contents are not to be distributed outside your agency. 
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FEDERAL BUREAU OF INVESTIGATION 


Date of transcription0 4/09/1999 


On 04/09/99 Los Angeles agents 


at the PA&E main office, 1111 West Sixth Street, Los 
Angeles, СА 90017. After being advised of the identity of the 
interviewing agents and the nature of the interview | ~~] 
provided the following information: 


was also in attendance 
did not notify the 
counsel would be 


PA&E 
at this meeting, at the request of 
interviewing agents ahead of time that 
attending this meeting. 


ega 


was shown a photograph of the listening device found in 
the conference room of Building 6140, Fort Carson, CO, in June 
1998. asserted that he had never seen this device before 
and did not know the circumstances of how it came to be in the 
conference room.[ _Jadvisea that he had heard no previous 
rumors or discussion about the device. 


[_|statea that he has known out] 
[ ]vears; si interviewed for a 
osition at inishing his career as an 
was hired and 
immediateiy went to the Fort Carson division of PA&E as 
of the Fort Carson contract. 


This contract was for construction and maintenance of ` 
buildings. advised that to the best of his knowledge no 
classified material was incorporated into this contract. 
also advised that to the best of his knowledge no classified 
information was discussed in the conference room where the device 
was found. 


advised that he knew of no personal conflicts between 
and any other PA&E employees. 


advised that the only previous knowledge he had of the 


device was when informed that the FBI was asking 
about it back in November 1998. could not remember the 
details of what[ ^ (соза him. could not remember if 


Investigation on 04/09/1999 aq Los Angeles 


Date dictated 


04/09/1999 


This document contains neither recommendations nor conclusions of the FBI. It is the property of the FBI and is loaned to your agency; 
it and its contents are not to be distributed outside your agency. 
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Continuation of FD-302 of шы 04/09/1999 е 2 56 
1 advised him that | had purchased а second listening a) 


device. 


[_Jadvisea that it was not company policy to record meetings. b6 | 


s c sss c ss advised that they were available anytime b6 | 
to answer further questions relating to this matter. b7C 
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FEDERAL BUREAU OF INVESTIGATION 


Precedence: PRIORITY / Date: 04/09/1999 


To: Denver Attn: Squad 14 
From: Los Angeles 


Colorado Springs RA 
| 
(719) 329-6546 

Squad NSD-3 


шаш. A_o 996-ases 
approved By: [| 


Drafted ву: [вех 
Case ID #: [ — |] (Pending) - > Enel. ~ Dip 


Title: PACIFIC ARCHITECTS AND ENGINEERS, INC. 
FORT CARSON DIVISION 


| ARS COLO 
(X) 
Synopsis: Results of interview off iat Los Angeles. 


Enclosures:  Intervi = : ісі in 1A envelope; 
business cards of 


Los Angeles agents| ^ | [аһа 
interviewed} | [DOB] 


at the PA&E main office, 1111 West Sixth Street, Los 
Angeles, CA 90017. After being advised of the identit 
interviewing agents and the nature of the interview, 


provided the following information: 


was also in attendance 
did not notify the 
counsel would be 


at this meeting, at the request of 
interviewing agents ahead of time tha 
attending this meeting. 


ega 


was shown a photograph of the listening device found in 
the conference room of Building 6140, Fort Carson, CO, in June 
1998. ВН a that he had never seen this. device before 
and did not know_the circumstances of how it came to be in the 
conference room. advised that he had heard no previous 
rumors or discussion about the device. 


[ _. Jstatea that he has known for about _ Î] 
[ Feazs; since interviewed for a 


у 
Piet 


b6 


ь7с 


| 


b7E 


b6 
b7C 


b6 
b"7C 


b6 
b7C 


b3 
b7E 


rae p 
“ 
| (3 


osition at wag finishing his career as an[ | 


immediately went to the Fort Carson division of PA&E 


of the Fort Carson contract. 


This contract was for construction and maintenance of 
buildings.[  ]аау1веа that to the best of his knowledge no 
classified material was incorporated into this contract |] 
also advised that to the best of his knowledge no classifie 
information was discussed in the conference room where the device 
was found. 


advised that he knew of no personal conflicts between 
and any other PA&E employees. 

[ |һағізеа that the only previous knowledge he had of the 
device was when| ^ č ]informed that the FBI was asking 
about it back in_November 1998. could not remember the 
details of what told him. could not remember if 


advised him that had purchased a second 
listening device. 


[_ ]aàvisea that it was not company policy to record 
meetings. 


E 2... advised that they were available 
anytime to answer further questions relating to this matter. 


The above listed information appears on the enclosed FD-302. 
Information listed below is strictly the opinion of the 
interviewing agents based on their previous interviews with 

and observation of during the interview: 


During the entire interview] _ аза not offer апу more 
е 


information other than to answer question asked at the time. 
appeared to already know what the interview was about before 
it even started. did not appear surprised to learn that a 


listening device had been discovered in his company’s conference 
room. | ]aia not ask the details surrounding the discovery of 
this device. 

seemed to be holding back his full knowledge of 
circumstances surrounding the discovery_of the listening device. 
The interviewing agents believe provided his version of 
events (whatever it may be) to prior to the interview. The 
interviewing agents also believe that was not involved in 
the decision to place the device. or its actual installation. 


Los Angeles is ready to assist with any further requests for 
information regarding this file. | 
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FEDERAL BUREAU OF INVESTIGATION 


Precedence: ROUTINE Date: 04/22/1999 


Е rons 


Squad 7/CSRA 


Case ID #: 


Title: TRANSFER OF NFIP CASE FILES 
CLASSIFIED BELOW TOP SECRET 
FROM DENVER HO TO CSRA. 


Synopsis: Request SAC approval to move above referenced NFIP 
case files, classified below Top Secret from Denver, Headquarters 
City to the CSRA. 


Enclosures: 1) EC from Denver to IRD dated 11/12/97 regarding 
maintenance of original case files in the CSRA. 
2) EC from IRD to Denver dated 12/3/97 granting 
approval to maintain original pending files at 
CSRA. 


Details: Per a conversation between Acting sac[ Jana 
SSA during the week of April 12, 1999, it is requested 
that SAC authority be granted for the transfer of NFIP case files 
below the Top Secret classification, from Denver HQ City to the 
CSRA. The above referenced EC dated 11/12/97 paragraph 1(k) 
states that “Top Secret or Sensitive Compartmented Information 
(SCI) will not be maintained in the CSRA.” Paragraph 1(m) states 


04-12-2017 Be Рае. el-s 


b6 
b7C 


b3 
b7E 


b6 
b7C 


` 2 
e e 


From: 


Denver 


To: 
b7C 
£ ЬЛЕ 


04/22/1999 


“ЕСІ, sensitive organized crime, public corruption and undercover 
operation files will be maintained in headquarters city, unless 
the SAC has personally determined on a case by case basis that 
retention of the files in the CSRA will be necessary to the 
effective conduct of the investigation, and that the files can be 
retained in a secure manner. Justification and authorization to 
maintain the aforementioned files in the RA will be documented in 
an EC to the case(s) files involved and personally approved by 
the SAC.” 


Contact with ЕБІНО, National Security Division | b6 
has determined that the CSRA facility bic 


as sufficient security measures in place for the retention: of 
NFIP files classified below Top Secret in that it meets the 
requirements stated in MAOP, Part II, Section 2-4,3.1 pages 2 - 
51 through 2-56, entitled Maintenance of Original or Duplicate 
Field Office Files in the RA. Furthermore the enclosed EC dated 
12/3/97 authorized the storage of such files based on SAC 
approval being granted as stated above. 


Due to the complexity and number of NFIP investigations 
being conducted in the CSRA, in order to facilitate the 
investigation and management of these cases it is requested that 
SAC authority be granted for the retention of the above 
referenced case files within the CSRA. If approval із granted а 
copy of this EC, will be placed in each of the above referenced 
case files. When new NFIP investigations are initiated within 
the CSRA a separate EC requesting SAC Authority to retain the 
file within the CSRA will be in the 
case file. 

b7C 
SAC APPROVAL 
Acting SAC 
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FEDERAL BUREAU OF INVESTIGATION 


Precedence: ROUTINE Date: 07/13/1999 


To: National Security Attn:  NS-2C, Room 4048 


From: 
Squad 7/Colo j ident Agency 
Contact: SA (719) 633-3852 b6 
(е | b7C 
Approved By: [ОЙ 
Drafted By: [wry 
b3 
case ID #: [ (Closed) 2 


Title: PACIFIC ARCHITECTS AND ENGINEERS, INC. 
FORT CARSON DIVISION 
FORT CARSON, COLORADO 


Г yë 


Synopsis: Investigation has been completed іп this matter. It 
does not appear that the device discovered in the conference room 
of Pacific Architects and Engineers (PA&E) involves a domestic 
competitor, foreign competitor or Foreign Intelligence Service. 


Enclosures: Enclosed for the Bureau are three copies of ап LHM . 
regarding this investigation. The Bureau is requested to 
disseminate the enclosed LHM to appropriate US Government 
organizations. Denver intends to disseminate the enclosed LHM to 
the US Army, 902d, Military Intelligence Group, Fort Carson, 
Colorado and the local Defense Security Service office. 


Details: Investigation in this matter has been completed. While 
there were conflicting reports about why the audio device found 
in the PA&E conference room was placed there and for what reason, 
no information was developed to indicate that those responsible 
for the device were either a domestic competitor, foreign 
competitor or Foreign Intelligence Service. More likely, it 
appears that this was an internal matter involving PA&E 
management and its employees. Although it appears that certain 
PA&E employees may have lied about their participation associated 
with this device to the FBI, the Denver Division has elected not 
to pursue investigation regarding this possibility. Accordingl 
this investigation will be closed. 


ti b а 
To: Nation rity From: Denver 
Re: 07/13/1999 
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FEDERAL BUREAU OF INVESTIGATION 


а Dd 


Precedence: ROUTINE Date: 08/05/1999 


. b7C 


From: Denver 


Squad 7/Colo i ident Agency 
Contact: SA (719) 633-3852 
approved в. 


— iw 


Case ID #: [ E] (Closed) b3 


b7E 
Titie:  PACIFIC ARCHITECTS AND ENGINEERS, INC. 
FORT CARSON DIVISION 
FORT CARSON, COLORADO 


[ C [ 


Symopsis: Request to return evidence acquired in this case to 
Pacific Architects and Engineers, Inc. (PA&E). 


b7E 


b7E 


Details: Denver Division has closed this case and has no further 
need to retain the evidence decribed below. Accordingly, the 
evidence acquired in this case should be returned to the original 
contributor, PA&E. The evidence being sent to PA&E includes the 
following: 


1BH Barcode Description 
1В1 E1325539 One Sony ECM-R100 Electret Condenser 


Microphone IMP 3000 3000HM, black in 
color, measuring approximately 3 3/4" 

by 2" by 5/8", serial number:129965, 
made in Japan, marked for identification 
with 144514 June98/RH 


1В1 Е1325540 One Duracell Brand 1.5У AA Alkaline 
Battery, marked for identification with 
1450/4JUN98/RH 


b3 | 
b7E 
| 


$ + e 


To: Denver From: Denver , a 

Re: 08/05/1999 

1B1 Е1325541 One True Value Brand 1.5V AA Alkaline 
Battery, marked for identification with 
1455/4JUN98/RH 

1B2 Е1649182 Gall’s Receiver RH-92 


. Ве 
items to 
Sixth St 


Gall’s Transmitter RH-92 with earpiece 
and microphone 


idence Technician mail the above described 
PA&E, 1111 West 
reet, Los Angeles, CA 90017. 
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FEDERAL BUREAU OF INVESTIGATION 


i m 
Precedence: ROUTINE Date: 07/30/1999 
To: Squad and RA Supervisors 


From: Denver 


А d By: ЭВ 
pproved By ie 
Drafted By: ime 
srd 

Case ID #:  66A-DN-57099 

Title: CLOSED CASES WITH PENDING COLLECTED ITEM 

Synopsis: To advise you,of Closed Cases assigned to your Squad. 
References MAOP Instructions, Part II, 2-4.4.17. 
Details: Evidence Guidelines state that a “Closed Cases with 

Pending Collected Items" report will be run every 60 days. You 

are requested to review the attached printout to determine the 
disposition of evidence related to the case or cases caa en 

you. .Action to be taken with the evidence will include, but is 

not limited to, transfer to a,1A, return to contributor (please 

include a current address or if to another office, on an EC), 

forfeit, destroy or retain (please include last date to be 

retained). All appropriate steps should be taken to ensure that 
disposition of same is in compliance with all applicable rules 

and regulations. 

| Ап EC to Denver, signed by squad supervisor is Со be placed 

in the case file, with,a copy to the Evidence Technicians, also 

е by squad supervisor, stating the desired action to be 

taken, When advised of the appropriate disposition, the Evidence 
Technicians will make the necessary changes in ACS. 

. .. You may discover that some of the names of Agents that are 

indicated on these printouts may no longer be under your 

supervision or assigned to this division. These cases must be 
re-assigned. 

Th 
b6 

SSA or SSRA: b7C 
CASE AGENT: 

DEADLINE: 


Have the printout initialed by МІС Supervisor and return all 
attached to the ECC by the deadline date. 


%% 


DHECLASSIEIED Hr. Hello 156415512 
ОМ 84-13-2010 


SECRET 
| 08/02/99 Closed Cases with pending Collected Items ICMIPROÓ 
13:45:34 I : | 01/01/1901 thru 08/02/1999 Page 1 


Collected Item Туре: General 
Category Type: 1B 


Case Squad: 14 Саве agent:[ | Closed: 07/20/99 ` ыз 
% 
|0) case шені фс Title: PACIFID ARCHITECTS AND ENGINEERS IN FORT CARSON b6 


b7C 
Cat/Num Acquired Type Barcode Anticipated Dispostion and Date Description | b7E 
| 181 06/26/1998 6 Е1325539 RETURN 1. ONE SONY ECM-R100 ELECTRET CONDENSER MICROPHONE IMP 3000 
RH 
iU] I 3000НМ, BLACK IN COLOR, MEASURING APPROXIMATLEY 3 3/4" 


BY 2" BY 5/8", SERIAL NUMBER:129965, MADE IN JAPAN, 
MARKED FOR IDENTIFICATION WITH 144514 JUNE98/RH 


4p $8,181 06/26/1998 G 21325540 RETURN 2. ONE DURACELL BRAND 1.5V AA ALKALINE BATTERY, MARKED FOR 
IDENTIFICATION WITH 1450/4JUN98/RH 
g% 181 06/26/1998 G Е1325541 RETURN 3. ONE TRUE VALUE BRAND 1.5V AA ALKALINE BATTERY, MARKED 
È E , FOR IDENTIFICATION WITH 1455/4JUN98/RH 
е 182 02/18/1999 G Е1649182 GALL'S RECEIVER RH-92 
i 


GALL'S TRANSMITTER RH-92 
WITH EARPIECE AND MICROPHONE 


XXXXXXXXXXXXXXXXXXXXXXXX 
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FD-340 (Rev. 7-29-92) 


ыз 
(9 b7E 
Universal Case File Number J [$8 | | 


Field Office Acquiring Evidence AN 


Serial # of Originating Document A /А 


Date Received (o 


From S 


b6 per INSCOM 
^ O b7C 


To Be Returned L] Yes 

Receipt Given ГІ Yes И No 

Grand Jury Material - Disseminate Only Pursuant to Rule 6 (e) 
Federal Rules of Criminal е 


[1 Yes И 
b3 
b6 
Reference: b7C 


Description: C Original notes re interview of E 


ALL ЕН у 
HEREIM I3 т 


А _ EUT E 


| 


| b6 
Я b7C | 
FD-340 (Rev. 8-7-97) 
b3 

Universal Case File Number b7E 
г 
Field Office Acquiring Evidence А i 


Serial # of Originating Document 
Date Received 


b6 per INSCOM 


From b7C 


v 


idutor) Ñ 


D 
š 
3 
4 


z (Address of Contributor) 


1 


i 
D 


$ 

Receipt Given ІП Yes 47 No i 
Grand Jury Material - Disseminate Only Pursuant to Rule 6 (е) | 
Federal Rules of Criminal Procedure } 
O Yes Й № . ; ; 

Title: - : 
| | 

b3 


Refere 
(Communication Enclosing Material) 


Description: [1 Original notes re interview of 
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“SECRET А _ BY [ Геч 
b6 
FEDERAL BUREAU OF INVESTIGATION p7C 
Precedence: ROUTINE Date: 06/22/1998 
Attn: SSRA 
Colorado Springs RA 
SSA 
Squa 4 
To: Denver 
b6 
b7C 
From: Denver 
Squad 14/Col i 
Contact: SA (719) 633-3852 
approved ву: 
ыз 
Case ID #: [ |селділе) DJE 
66F-DN-A48778 
Title: CIFIC ARCHITECTS AND ENGINEERS, INC. 
ORT CARSON DIVISION 
b3 
b7E 


Synopsis:  Infornfdüion regarding the finding of an audio device 
hidden above the false ceiling of the conference room of Pacific 
Architects and Engineers, Inc. (PA&E) office space located in 
Building 6140, Hort Carson, Colorado. 


Enclosures: Enclosed herewith is one copy of а memorandum 

received from ghe US Army, 902d Military Intelligence Group, Fort 

Carson, Colorado describing the above incident. Also, enclosed 

are photos taken by the 902d of the device found in the PA&E 

Space. b6 per INSCOM 
b7C 
Details: On 06/05/98, Special agent] | US Army, 
Rocky Mountain Resident Office, 902d Military Intelligence Group, 
Fort Carson, Colorado, business telephone (719) 526-4808, advised 
that on 06/03/98 at approximately 3:30 p.m. two workers found the 
device while wehanging a projector screen on chains hanging from 
holes drilled|in the false ceiling. They saw the device sticking 
through one оҢ the holes drilled by PA&E in the past for the 
purpose of hanging the screen. 


[Ж] 
e А dins 


device was never used to spy against the govermment[ || 
delivered this device to the FBI. The microphone on this device 

was painted white in the same fashion às the microphone found in 
the PA&E conference room. | 


was interviewed and shown a photograph of the 
device found in the PA&E conference room in Fort Carson. He 
advised he had never seen the device before and did not know the 
circumstances of how this device came to be in the conference 
оа he had not heard previous rumors or discussion 
about е device. Also, it is not the company’s policy to record 
meetings. 
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FEDERAL BUREAU ОҒ INVESTIGATION 


Precedence: ROUTINE Date: 07/06/1998 


To: Laboratory Attn: Latent Fingerprint 
Section 


From: Í Denver | 


b6 


Squad 14/Col j jdent Agency b7C 
Contact: SA (719) 633-3852 


b6 


Approved By: [ — j ALL ЖЫ! IBFORNATION CONTAINED ътс 
BEREIN IS UNCLASSIFIED 
Drafted By: r _ астат а | szco 
: i b3 


Title:  PACIFIC ARCHITECTS AND ENGINEERS, INC. 
FORT CARSON DIVISION 


Synopsis: Request for latent fingerprint examination of battery 


found in an audio surveillance device recovered from the 
conference room of Pacific Architects and Engineers (PG&E). 


[r ФФ B 


Package Copy: Being forwarded under separate cover for the 
Laboratory Division, Latent Fingerprint Section is the following 


item: 6% 
1B# 


Barcode Description: 
ІВ 3 Е1325541 One True Value Brand 1.5У AA alkaline b6 per INSCOM 
battery b7C 


Details: On 06/05/98, Special Agent l_J] US Army, 


Rocky Mountain Resident Office, 902d Military Intelligence Group, 
Fort Carson, Colorado, business telephone (719) 526-4808, advised 
that on 06/03/98 at approximately 3:30 p.m. two workers found the 
device while rehanging a projector screen on chains hanging from 
holes drilled in the false ceiling. They saw the device sticking 
through one of the holes drilled by PA&E in the past for the 
purpose of hanging the screen. 

These employees, [_ ]ana b6 per INSCOM 
noticed that the device was in the "on" position. They removed 
the device and replaced the battery with a new battery, however, 
no transmission was activated by this action. They gave the 
device to PA&E project manager who, in turn, 
gave the device to the 902d for custody. The True Value battery 


that was removed from the device was not touched during removal. 
© 


b3 
b7E 


То: b ү om: Denver @ 
Re: 07/06/1998 


PASE is the contractor providing grounds and 
maintenance for Fort Carson. They are currently in the fourth 
year of a five-year contract and are in the process of rebidding 
discussions for the contract for the next five years. This 
contract is estimated to have a value of $55 to $60 million. Bid 
process discussions have been held in the conference room where 
the device was found. 


b7E 


То: Laborator om: Denver @ 
Re: 07/06/1998 : b3 


b7E 


LEAD (s): 
Set Lead 1: 
LABORATORY 


AT WASHINGTON, DC 
Request latent fingerprint examination of the enclosed 


battery and advise Denver Division of the results of this 
examination. В 


b7C 
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(12/31/1995) Ф % 
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/ 97 WAYE, £e 
FEDERAL BUREAU OF INVESTIGATION 


Precedence: ROUTINE Date: 07/06/1998 


To: Information Resources Attn: Engineering Section 
Electronic Analysis 


From: Í Denver } b6 
quad 14/Col i ident Agency bic 
Contact: SA (719) 633-3852 

Approved By: [ E] ALL FRI ТЕН COHTAIBED b6 


HEREIN ІЗ UNCLASSIFIED b7C 
Drafted By: ry ПАТЕ 04-19-2017 mm 


b7E 


Title: PACIFIC ARCHITECTS AND ENGINEERS, INC. 
FORT CARSON DIVISION 


-= нны COLORADO 


Synopsis: Request for examination of an audio device found in 
the conference room of РА&Е. 


Pe ii 


Package Copy: Being forwarded under separate cover to the 
Engineering Section, Electronic Analysis Unit is the following 
item: 


1B# Barcode Description: 


1B 1 B1325539 One Sony ECM-R100 Electret Condenser 
Microhone IMP 3000, 3000HM, black in 
color, measuring approximately 3 3/4" 


Made in Japan. b6 per INSCOM 


b7C 
Details: Оп 06/05/98, Special Agent[ Jus Army, 


Rocky Mountain Resident Office, 902d Military Intelligence Group, 
Fort Carson, Colorado, business telephone (719) 526-4808, advised 
that on 06/03/98 at approximately 3:30 p.m. two workers found the ¬ 
device while rehanging a projector screen on chains hanging from 
holes drilled in the false ceiling. They saw the device sticking 
through one of the holes drilled by PA&E in the past for the 

purpose of hanging the screen. 


< 


noticed that the device was in the “оп” position. They removed 
the device and replaced the battery with a new battery, however, 


no transmission was activated thi ion. They gave the 
device to PA&E project manager who, in turn, 


То: _Information sources From: Denver Ф 
Бе: 07/06/1998 ый b3 
b7E 


gave the device to the 902d for custody. The True Value battery 
that was removed from the device was not touched during removal. 


PA&E is the contractor providing grounds and 
maintenance for Fort Carson. They are currently in the fourth 
year of a five-year contract and are in the process of rebidding 
discussions for the contract for the next five years. This 
contract is estimated to have a value of $55 to $60 million. Bid 
process discussions have been held in the conference room where 
the device was found. 


То: Information sources From: Denver o 
Re: 07/06/1998 ` ыз 
b7E 


LEAD (s): 
Set Lead 1: 
INFORMATION RESOURCES 
AT WASHINGTON, DC 


Request that the Engineering Section, Electronic 
Analysis Unit conduct and examination of the enclosed to 
determine the following: 


Is the device functional? 

What is the distance the device can transmit? 

What is the anticipated life of the battery 
powering the device before it has to be replaced? 
4. What are the anticipated uses and capabilities for 
such a device? 


b7C 
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2/27,50/. STH v 


b6 
FD-36 (Rev. 8-29-85) Ф oy ALL FHI INFORMATION CONTAINSÜ  ътс 
{ HEREIN 15 ПМСІАӨЗТЕТЕП 
FBI DATE 04-18-2017 s ^ [№166 
TRANSMIT VIA: PRECEDENCE: CLASSIFICATION: 
IX] Teletype L] Immediate ‚ L] ТОР SECRET 
L] Facsimile [1 Priority ГІ SECRET 
O AIRTEL [X] Routine [1 CONFIDENTIAL 
ГІ UNCLAS E F T O 
$ UNCLAS 


Пав 8/5/98 | 


К b3 
FM FBI DENVER [ _ | (P) b7E 


TO DIRECTOR FBI/ROUTINE/ 
BT 

UNCLAS 

CITE: //3210// 


PASS: NSD, NS-2C, ROOM 4048. 


SUBJECT:  PACIFIC ARCHITECTS AND ENGINEERS, INC; FORT CARSON 


OO: DENVER. 
INVESTIGATION PREDICATED UPON INFORMATION RECEIVED FROM 

SPECIAL acent[ O | US ARMY, ROCKY MOUNTAIN RESIDENT uad TNSCOM 

OFFICE, 902D MILITARY INTELLIGENCE GROUP, FORT CARSON, 

COLORADO, BUSINESS TELEPHONE (719)526-4808, WHO ADVISED THAT 

ON 06/03/98 AT APPROXIMATELY 3:30 P.M., TWO WORKERS FOUND THE 


DEVICE WHILE REHANGING A PROJECTOR SCREEN ON CHAINS HANGING 


Approved: (fe | 0 Original filename: fh А 2 2 0 CYA 2 / ^T 
Time Received: Т  Telprep filename: M 4f 0 ЖҰ; ЖЕЗ О, e 


MRI/JULIAN DATE: m #2515 5%, IN: GOZ < 


FOX DATE & TIME OF ACCEPTANCE: a | 4 


b3 | 
b7E 


‘pace 2[  Домсмав 


FROM HOLES DRILLED ІМ THE FALSE CEILING. THEY SAW THE DEVICE 
STICKING THROUGH ONE OF THE HOLES DRILLED BY PA&E IN THE PAST 
FOR THE PURPOSE OF HANGING THE SCREEN. 

THESE EMPLOyEES,;|€— 1 ]a[ | 
NOTICED THAT THE DEVICE WAS IN THE "ON" POSITION. THEY 
REMOVED THE DEVICE AND REPLACED THE BATTERY WITH A NEW 
BATTERY, HOWEVER, NO TRANSMISSION WAS ACTIVATED BY THIS 
ACTION. THEY GAVE THE DEVICE TO PA&E PROJECT MANAGER|[ | 
[ ]wHo, IN TURN, GAVE THE DEVICE TO THE 902D WHICH TOOK 
CUSTODY. THE TRUE VALUE BATTERY THAT WAS REMOVED FROM THE 
DEVICE WAS NOT TOUCHED DURING REMOVAL. 

PA&E IS THE CONTRACTOR PROVIDING GROUNDS AND MAINTENANCE 
FOR FORT CARSON. THEY ARE CURRENTLY IN THE FOURTH YEAR OF A 
FIVE-YEAR CONTRACT AND ARE IN THE PROCESS OF REBIDDING 
DISCUSSIONS FOR THE CONTRACT FOR THE NEXT FIVE YEARS. THIS 
CONTRACT IS ESTIMATED TO HAVE A VALUE OF $55 TO $60 MILLION. 
BID PROCESS DISCUSSIONS HAVE BEEN HELD IN THE CONFERENCE ROOM 
WHERE THE DEVICE WAS FOUND. GENERAL ELECTRIC PREVIOUSLY HELD 


THE CONTRACT AT FORT CARSON. 


b3 
b7E 


b6 per INSCOM 


A b3 
race a[_ мова E 


PA&E HAS EXPERIENCED A PAST INCIDENT WHERE A FORMER 
FACILITY SECURITY OFFICER WAS DISMISSED FOR ATTEMPTING TO GIVE 
CONFIDENTIAL PA&E DOCUMENTS TO A COMPETITOR. IT IS BELIEVED 
THAT THE DEFENSE SECURITY SERVICE INVESTIGATED THIS INCIDENT. 

FBI TOOK CUSTODY OF THE DEVICE AND BATTERIES AND HAS 
FORWARDED IT TO THE FBI LABORATORY FOR EXAMINATION. 

ANY SIGNIFICANT DEVELOPMENTS IN THIS CASE WILL BE 
PROMPTLY REPORTED TO ЕВІНО. 


BT 


Зе Ry OS c, 


: ec © o Е ЕБІ INFORMATION CONTA 
` (04/26/1998) HEREIN I5 UNCLASSIFIED 


DATE 04-13-2017 av  вев 


FEDERAL BUREAU OF INVESTIGATION 


Precedence: PRIORITY Date: 09/22/1998 
To: National Security Attn:  NS-2C, Room 4048 
Houston 


San Antonio 
Washington Field 


From: Denver 
Squad 14/Colorado Springs Resident Agency 
Contact: SA (719) 633-3852 


Approved By: 


т оне 


Title: PACIFIC ARCHITECTS AND ENGINEERS, INC. 
FORT CARSON DIVISION 


p E == 


Synopsis: Request receiving offices to contact firms within 
their area that are competitors of Pacific Architects and 
Engineers, Inc. (PAE) to determine if any of these firms have 
been approached by a current or former PA&E employee with PA&E 
proprietary information. 


| 


Details: Investigation in this matter was predicated upon 
information received from the US Army, Rocky Mountain Resident 
Office, 902d Military Intelligence Group, Fort Carson, Colorado, 
who advised that two PA&E workers found an audio device while 
rehanging a projector screen on chains in the PA&E conference 
room. This audio device was hanging from holes drilled in the 
false ceiling. They saw the audio device sticking through one of 
the holes drilled by PA&E in the past for the purpose of hanging 
the screen. 


PA&E is the contractor providing grounds and 
maintenance for Fort Carson. They are currently in the fourth 
year of a five-year contract and are in the process of rebidding 
discussions on this contract for the next five years. This 
contract is estimated to have a value of $100 million. 


b6 
b7C 


b3 
b7E 


b7E 


To: National S № From: Denver e 
ums 


PA&E has experienced a past incident where a former 
employee, [_____ phonetic), was dismissed for attempting 
to give proprietary PA&E documents to Lockheed Martin. 


Interviews of PA&E employees identified the following 


corporations as competitors of PA&E on this Fort Carson contract: 


Lockheed Martin Federal Systems, Colorado Springs, CO; SPACEMARK, 
Colorado Springs, CO; ITT Systems & Sciences Corporation, 
Colorado Springs, CO; Dyncor, Reston, VA; Brown & Root Inc., 
Houston, Texas; J&J Maintenance, Inc., Austin, Texas; Vinnell 
Corporation, Fairfax, VA. 


b3 
b7E 


b6 
b7C 


То: | ity From: Denver Ф 


Бе: 09/22/1998 
LEAD (s): 
Set Lead 1: 

HOUSTON 


AT HOUSTON, TX 


Will contact the security director for Brown & Root, 
Inc., 4100 Clinton Drive, Houston, Texas to determine if this 
company is bidding on the Fort Carson contract and whether they 
have been approached by any current or former PA&E employees with 
PA&E proprietary information regarding this or any other 
contracts. Request that they notify the FBI if such an approach 
occurs. 


Set Lead 2: 
SAN ANTONIO 
AT AUSTIN, TX 
Will contact the security director for J&J 
Maintenance, Inc., 3755 Capital of the Texas Highway South, Suite 
355, Austin, Texas, business telephone (512) 444-7271, to 
determine if this company is bidding on the Fort Carson contract 
and whether they have been approached by any current or former 
PA&E employees with PA&E proprietary information regarding this 
or any other contracts. Request that they notify the FBI if such 
an approach occurs. 
Set Lead 3: 
WASHINGTON FIELD 


AT FAIRFAX, VIRGINIA 


Will contact the security director for Vinnell 
Corporation, 12150 East Monument Drive, Suite 800, Fairfax, 
Virginia, business telephone (703) 385-4544, to determine if this 
company is bidding on the Fort Carson contract and whether they 
have been approached by any current or former PA&E employees with 
PA&E proprietary information regarding this or any other 
contracts. Request that they notify the FBI if such an approach 
occurs. 


b3 
b7E 


То: National Ви № From: Denver Ф 
ха: Гаа ورو ع‎ 


Set Lead 4: 
AT RESTON, VIRGINIA 


Will contact the security director for Dyncor Inc., 
2000 Edmund Halley Dr., Reston, Virginia, business telephone 
(703) 264-0330 to determine if this company is bidding on the 
Fort Carson contract and whether they have been approached by any 
current or former PA&E employees with PA&E proprietary 
information regarding this or any other contracts. Request that 
they notify the FBI if such an approach occurs. 


Set Lead 5: 
DENVER 


AT COLORADO SPRINGS, CO. 


Will contact the security director for ITT Systems & 
Sciences Corporation, 4410 East Fountain Blvd., Colorado Springs, 
Colorado, business telephone (719) 591-3606 to determine if this 
company is bidding on the Fort Carson contract and whether they 
have been approached by any current or former PA&E employees with 
PA&E proprietary information regarding this or any other 
contracts. Request that they notify the FBI if such an approach 
occurs. 


Set Lead 6: 
AT COLORADO SPRINGS, СО. 


Will contact the security director for SPACEMARK, 208 
Buchannan Street, #A, Colorado Springs, Colorado, business 
telephone (719)578-5159, to determine if this company is bidding 
on the Fort Carson contract and whether they have been approached 
by any current or former PA&E employees with PA&E proprietary 
information regarding this or any other contracts. Request that 
they notify the FBI if such an approach occurs. 


Set Lead 7: 


AT COLORADO SPRINGS, CO. 


Will contact the security director for Lockheed Martin 
Federal Systems, 685 East Citadel Drive, Colorado Springs, 
Colorado, business telephone (719)570-2900, to determine if this 
company is bidding on the Fort Carson contract and whether they 
have been approached by any current or former PA&E employees with 


4 


ыз 
b7E 


` то: i ity From: Denver е 
Бе: 09/22/1998 


PA&E proprietary information regarding this or any other 
contracts. Request that they notify the FBI if such an approach 
occurs. 


Set Lead 8: 


AT COLORADO SPRINGS, CO. 


Will attempt to locate[_ j (phonetic), 


former PA&E employee who was dismissed for attempting to provide 
Lockheed Martin with PA&E proprietary information, to determine 
her knowledge of and any involvement in the placing of this audio 
device in the PA&E conference room. 


%% 


b3 
b7E 


b6 
b7C 


b6 
b7C 


256 WAY O, ££ 


(01/26/1998) Ф e 


FEDERAL BUREAU OF INVESTIGATION 


Precedence: PRIORITY Date: 10/13/1998 


To: National Security Attn:  NS-2C, Room 4048 


Los Angeles 


ALL ЕХ ТИСБИ CONTAINED 

HEREIN IS UNCLASS 

UATE D4-13-2017 BY Hsicc b6 
b7C 


From: [Denver 
Squad 14/Col гіпав Resident Agency 
Contact: SA (719) 633-3852 b6 
| b7C 
Drafted ву: [му 
b7E 


š Title: PACIFIC ARCHITECTS AND ENGINEERS, INC. 
FORT CARSON DIVISION 


F +; 


opsis: Request for Los Angeles to interview ee 
b7E 

Enclosures:  Enclosed for the assistance of Los Angeles is 
FD-302 containing the results of an interview Em b6 
on 10/07/98. Also, enclosed for the assistance of Los е 


Angeles is опе сору of a photo of the audio device found in the 
PA&E conference room on 06/03/98. 


Details: Investigation in this matter was predicated upon 
information received from the US Army, Rocky Mountain Resident 
Office, 902d Military Intelligence Group, Fort Carson, Colorado, 
who advised that two PA&E workers found an audio device while 
rehanging a projector screen on chains in the PA&E conference 
room. This audio device was hanging from holes drilled in the 
false ceiling. They saw the audio device sticking through one of 
the holes drilled by PA&E in the past for the purpose of hanging 
the screen. 


PA&E is the contractor providing grounds and 
maintenance for Fort Carson. They are currently in the fourth 
year of a five-year contract and are in the process o£ -rebidding 


нь 


EE) FLED 


| 
| 
| 


То: i ity From: Denver 
Re: 10/13/1998 


discussions on this contract for the next five years. This 
contract is estimated to have a value of $100 million. 


On 10/07/98, interviewed and 
advised that the audio device 
room ceiling by PA&E employees 
on 05/29/96. The purpose of placin is device in the conference 
room was to obtain evidence mad | a PA&E employee, 
was verbal abusing PA&E employees. 


Denver Division will seek anf din 
order to permit the coverage of outstanding leads. Los geles 


will be advised accordingly. 


b3 
b7E 


b6 
b7C 


b7E 


То: i ity From: Denver 
Re: 10/13/1998 

LEAD (в): 

Set Lead 1: 


LOS ANGELES 
AT LOS ANGELES, CA 


Will contact[ as, ма 
West = а іп ап effort to verify the information provided 


by and determine if he placed the device in the Lli 
the conference room and for what purpose. Request 
view the device in the enclosed photo in an effort to determine 


if it is the same device he placed in the ceiling. 


%% 


b3 
b7E 


b6 
bC 


b6 
b7C 


* LL FHI ALLU 
(01/26/1998) ' m W IS UNCLASSIFI 
E E 04-19-2017 ‚ киш 
FEDERAL BUREAU ОҒ INVESTIGATION b6 
b7C 
Precedence: ROUTINE Date: ge ug 
To Denver CTL а 2 
: | ] PET: «мй => өш GES 
ин е € 


Denver 
Squad 14/Col 
Contact: SA 


From: 


Approved By: 


Title:  PACIFIC ARCHITECTS AND ENGINEERS, INC. 
FORT CARSON DIVISION 


Synopsis: S 
authority to 


nd request for SAC 
in this matter. BIE 


Details: Investigation in this matter was predicated upon 
information received from the US Army, Rocky Mountain Resident 
Office, 902d Military Intelligence Group, Fort Carson, Colorado, (0 


who advised that two PA&E workers found an audio device while 
rehanging a projector screen on chains in the PA&E conference 
room. This audio device was hanging from holes drilled in the 
false ceiling. They saw the audio device sticking through one of 
the holes drilled by PA&E in the past for the purpose of hanging 
the screen. 


PA&E is the contractor providing grounds and 
maintenance for Fort Carson. They are currently in the fourth 
year of a five-year contract and are in the process of rebidding 
discussions on this contract for the next five years. This 
contract is estimated to have a value of $100 million. 


Appropriate PA&E employees have been interviewed 
regarding this matter. Leads have been set to other FBI Offices 
to contact competitors of PA&E regarding this incident. A lead 
has been sent to FBI Los Angeles to interview a PA&E Vice 
President about this incident. The audio device and accompanyin 
battery were submitted to the FBI Laboratory for anal 


b7E 


To: Denver From: Denver 
b7E 


LEAD (5): 
Set Lead 1: (Adm) 
DENVER 
AT DENVER, CO 


sac authority is requested T— J >т 
| in this case to permit other ЕВ ices to cover 
© 


utstanding leads. 


. b7C 


%% 


T | (/б2см/ғуоз,ес. 
% e A&LL а п a NT 
' HEREIN I5 UNCLASS п 


DATE 04-19-2017 ви pc 


FEDERAL BUREAU OF INVESTIGATION 


+ 
‚ (0126/1998) 


Precedence: ROUTINE Date: 01/26/1999 


To: {Denver ] Attn: Squad_14 


Denver 
Squad 14/Col i 
Contact: SA 
же ву: [| еу шш: 


Title: PACIFIC ARCHITECTS AND ENGINEERS, INC. 
FORT CARSON DIVISION AU) 


From: 


FORT CARSON, COLORADO 


Synopsis: 5 i i i па request for SAC 
authority to in this case. b7E 


b7E 


Details: Investigation in this matter was predicated upon 
information received from the US Army, Rocky Mountain Resident 
Office, 902d Military Intelligence Group, Fort Carson, Colorado, 
who advised that two PA&E workers found an audio device while 
rehanging a projector screen on chains in the PA&E conference 
room. This audio device was hanging from holes drilled in the 
false ceiling. They saw the audio device sticking through one of 
the holes drilled by PA&E in the past for the purpose of hanging 
the screen. 


PA&E is the contractor providing grounds and 
maintenance for Fort Carson. They are currently in the fourth 
year of a five-year contract and are in the process of rebidding 
discussions on this contract for the next five years. This 
| contract is estimated to have a value of $100 million. 


Interviews were conducted by FBI Denver, FBI Houston 
and FBI WFO of competitors of PA&E in an effort to determine if 
they had recei i i i FBI Los Angeles 
interviewed who denied having ` b6 
placed the audio device іп the ceiling of t rt Carson b7C 
Division conference room. This statement by contradicted 


den y 


e ы 


To: | Denver From: Denver b7E 
Re: 

a st who alleged 

that was responsible for the purchase and placing the 

audio device in the PA&E conference room. Three additional either b6 


current or former PA&E employees nterviewed by FBI Denver. b7C 
Two of these employees confirmed statemen les 

was instructed by EC dated 12/21/98 to contact the nd 

advise him that his had lied to the FBI and that 

such action may place in jeopardy the company's government 

contracts, security clearance and result in possible criminal 
violations. 


In telephone conversations with Los Angeles, they were 


inclined to first reinterview and confront him with his b6 
original statement before talking to the It was agreed b7 
that Los Angeles could proceed in this manner n the 

was made aware of issues caused by his ac 


ot candor. To assist the Los Angeles, all statements taken from 
current or former PA&E employees were faxed to that office. 
Denver is still awaiting the results of the Los Angeles 
interviews. 


It is anticipated that once Denver is in receipt of the 
results interviews conducted by Los Angeles an LHM will be 
drafted which will be designated for dissemination to other US 
Government agencies having an interest in this matter. 


То: enver 
Re: b3 
b7E 


LEAD (s): 
Set Lead 1: 
DENVER 


AT DENVER, CO 


sac authority te requested Г] ы 
mmm this case to permit Los Angeles to cover outstanding 
e 


ads and Denver to draft a closing communication. 


b6 


CC: em 


SSA 


%% 


» " ROO w/eyoA,07 ^ 

% f т (ЕШ. FBI INFORMATION CONTAINED 
a HEREIM IS UNCLASSIFIED 
DATE 04-15-2017 a №8166 b6 
b7C 


U.S. Department of Justice 


Federal Bureau of Investigation 


In Reply, Please Refer to Denver, CO 80294 
File No. 


July 12, 1999 


PACIFIC ARCHITECTS AND ENGINEERS, INCORPORATED b3 


Investigation in this matter was predicated upon 
information received from the United States Army, Rocky Mountain 
Resident Office, 902d Military Intelligence Group, Fort Carson, 
Colorado, who advised that on June 3, 1998 two Pacific Architects 
and Engineers (PA&E) workers found an audio device while 
rehanging a projector screen on chains in the PA&E conference 
room. This audio device was hanging from holes drilled in the 
false ceiling. They saw the audio device sticking through one of 
the holes drilled by PA&E in the past for the purpose of hanging 
the screen. 


PA&E is the contractor providing grounds and 
maintenance for Fort Carson. They are currently in the fourth 
year of a five-year contract and are in the process of rebidding 
discussions on this contract for the next five years. This 
contract is estimated Ср have a value of $100 million. 


were interviewe the manner in which the 
audio device was found in the Conference Room, Building 6140, 
Fort Carson, Colorado. This building is occupied by PA&E. Neither 
had any reason to suspect current or former employees of PA&E. 
Moreover, neither could explain why such an audio device would 
have gotten into the PA&E conference room. Both stated that the 
conference room is not used for sensitive discussions but only 
for processing new employees, meetings with government 
representatives and project update discussions with project 
x managers. A search of PA&E records disclosed that they do have 
| one audio device identical to the one found in the conference 
room, however, it is accounted for and in the control of PA&E. 
| They did provide a list of PA&E'S major competitors in the 
| upcoming contract bid for Fort Carson. Both were aware of a 
former PA&E employee, who was dismissed for b6 
providing a PA&E competitor with PA&E proprietary information. b7C 


FBI Laboratory examination of the audio device 
determined that segments of the microphone and phone jack cords 
had some insulation cut away. This was near the point where the 
cords enter the case. Also, the rubber padding near the three 


This document contains neither recommendations nor conclusions of the FBI. It is the property of the FBI and is loaned to 
your agency; it and its contents are not to be distributed outside your agency. j 


b3 
b7E 


г 
| Ф | 
. 


screws on the base of the microphone element had been cut ог 
scraped away. The purpose of these cuts could not be determined. 
The audio device was determined to not be a wireless microphone 
or transmitter. The electronic circuitry of the device is only an 
amplifier. In order for the device to be used to intercept 
communications, it must be plugged into a tape recorder or some 
type of transmitting or audio collecting device. 


Interviews were conducted of PA&E major competitors in 
an effort to determine whether they had been approached by any 
current of former PA&E employees with PA&E proprietary 
information regarding the Fort Carson bidding proposal or any 
other PA&E contracts. None of those interviewed had experienced 
any such approaches and/all agreed to advise the FBI if such ап 
approach did occur. 


b6 
b7C 


was interviewed and advised that in 
April 1996, 
Col а hat he was upset with 

PA&E, for being verbally abusive to PA&E 


without his knowledge to obtain evidence 
needed “hard evidence” ismi 
the “golden boy” of the PA&E 


The recording device was purchased through the PA&E 
purchasing department and was ordered by number only, however, 


the women who worked in finance quickly fiqured out what was 
being purchased. On May 1, i996 [ ———- Jan bs 
— h: a tape recorder in the conference room Co tape b7C 


meeting with other PA&E employees. The recording device 


was placed in the ceiling of the PA&E conference room on May 29, 
1996 by . The receiver for the 
device was placed in office so he could hear what 
was going on in the meetings. On one occasion, [l_J] 
could hear the meetin oing on in the conference room 
while they were ра) Nothing was ever 
recorded that resulted in evidence agains] however, 


was given a three-day suspension for provoking a fight 
with a fellow PA&E employee. He was later fired sometime in 1996 


by 


It was| |  ]opinion that the recording device was BS 
eventually just forgotten. Other PA&E current or former employees BIG 


that would have knowledge of this device would EPRE 
with PA&E Headquarters in California 
PA&E Fort Carson, Colorado, | 


2 


= РА&Е employee, Fort Carson, Colorado апа 
a former PA&E employee. 


may have been told about the device 


rrently is a 
which is bidding on the Fort Carson contract. 


In 1996, 


over the Fort Carson contract 


was not concerned because she knew that 
Lockheed Martin could not be a competitor on th 
contract in the future. This action resulted in 


identified the photograph of the audio device 
taken from the PA&E conference room ceiling on June 3, 1998 as 
the same device that Was placed in the ceiling on May 29, 1996. 


was interviewed and advised that he 
started with PA&E,/Fort Carson, Colorado in His 
current position w&th PA&E is that of a 


In approximately May 1996, he was directed by 
then the PA&E E to purchase the audio 
evice at was found in the ceiling of the PA&E conference room. 


Eust he was approached by| | [со purchase 
this device because he would constantly bring up new technical 


equipment to . He had heard rumors that there was 
bickering amongst the PA&E employees and wanted to 
capture this bickering on tape. purchased the audio 


device through Galls, a company that specializes in law 
enforcement equipment. 


surveyed the PA&E conference room prior 
to the installation of the audio device. made the 
installation in the ceiling of the PA&E conference room with the 
microphone located in a hole in the ceiling that was drilled to 
hold the chain hanging the projection screen. He denied making 


an i ions to the device. The listening device was placed 
in office so that he could overhear conversations in 
the conference room from his office. The purchase went through 
PA&E purchasing and accounts payable department s cut 


by PA&E to pay for the purchase of this device. 
believes that a check was sent to Galls with the purchase order. 
He believes that cut the check for the purchase 


of ісе. The device came directl «ОГ ]who gave it 
to . It was implied Е he should not tell 


anyone about the purchase or installation of the device. 


responsible --- 
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ИШЕНИШ that the device was removed two Бе 
or three months after the initial installation. He did not do the bue 
removal of the device. He saw both pieces of the device in 


desk drawer which is the reason he knew it was 
removed. He does not recall ever changing the batteries in the 


devi i s first installed in the ceiling. He may have 
told about the device. He denied ever being present 
in office when conversations may have been overheard. 
He recognized the device he found on June 3, 1998 as : S 
the same device he had originally installed in the conference Bic 


room. The only modification to the device he observed from the 
time he had originally installed it was that the microphone had 
been painted white. Only the transmitter was discovered_in the 
ceiling. The receiver was not with the transmitter and 

does not know where the transmitter is currently located. He does 
not know why it was put back in this same location and was 
surprised when he discovered it. 


Lx he did not come forward with this b6 
information at the time he discovered the device on June 3, 1998 b?7C 
and when he was interviewed about the discovery because he did 

not care to know what was going on. Also, he did not reveal the 

knowledge he had about the device because of loyalty to upper 

management. He has had conversations with[ — [since the 

discovery of the device, however, none of ‘these conversations 

related to the discovery of the device. He has not been told by 

anyone at PA&E to not talk about the circumstances surrounding 

the device. 


b6 


was interviewed and advised that bg 


she was employed with PA&E, Fort Carson Division, Fort Carson, 


during this time. 


was picking on 
ordered a listening device from a 


police equipment supply company, possibly Galls or Les [| | 
had ut the device іп the ceiling of the PAGE 
conference room. howed[| ^ ^ ^ where he had placed 


the device which was above the big screen in the conference room. 
The purpose of the device was to catch other 
PA&E employees during weekly meetings so that would have 
evidence with which he could discipline The device was 
installed sometime in 1996. 


When| | ]piacea the order for the device he be 
blacked out the item before he gave it to the PA&E accounts BIE 
payable department. The personnel in the PA&E accounts payable 


4 


department called the police supply company to verify the order. 
was told about the device by the women in the PA&E b6 
accounts payable department Ec Ese 


She had been advised that the PA&E account number that 
was used to purchase the listening device found in the ceiling of 
the PA&E conference room at Fort Carson was 319A. Use of this 
account number does not require PA&E to provide the United States 
Government with an itemized statement. 


— M | interviewed and stated[ |] bo 
with БЕУ FO Carson Division, Fort Carson, Colorado bic 


s been the 
was aware that 
did direct the purchase of an audio device which 


employed 


included a transmitter and a receiver. may have 
been the PA&E employee who purchased the device for К 
This device was tested once іп office an was 


nt the device to PA&E beadquarters 
does not know why[ — | purchased 


after 
this device. 
had discussed with еһе possibilities of BS 
taping discussions between PA&E and United States Governm Bie 
umama 
stated that 


had hired 
concerned with how 
[ ]stated there were no discussions on acquiring 
dio device to get information o erating employees. 
Е not rule out the possibility that an audio device was 
acquired for taping] [conversations with PA&E employees 


and it was just left in the conference room ceiling. 


was 
employees. 


[ | ]aàvisea he has never seen the device that was re 
removed from the PA&E conference ceiling. He was aware that the BIG 
device was painted white to blend in with the ceiling. It was 
common knowledge that no sensitive information was discussed in 
the conference room. This room was used primarily for briefings. 

did not feel the device found in the conference room ceiling 
was placed there by a competitor but more likely was an inside 
job to collect on personalities. 


had knowledge that[ 22105 
ad a listening device in her office. He was told about BIE 
this device b| | and actually saw the device. He denied 


€ 
a 


ever having a conversation with... about putting a 
listening device in the ceiling of the PA&E conference room. 


mm a photograph of the audio device that was 
removed from the ceiling of the PA&E conference room. He denied 
ever having seen the device before and stated it was not the 
E haa shown him previously.[ ^  |denied having апу 
conversations with 
device. 


since the discovery of the audio 


was interviewed on two separate 
occasions. During e first interview, he was shown a photograph 
of the device found in the PA&E conference room at Fort Carson. 
“Не stated he did not recognize the device and that he knew 
nothing about it. He reiterated that he did not know the 
circumstances of the discovery of the device, who put it there or 
for what purpose. In addition, he asserted that he had never 
heard of anything like this happening before. 


On the second interview| ^ __ |statea he did not 
intend to tape conversations of persons in the conference room 
where the device was found. He never recommended that any 
recording device be kept a secret from PA&E employees. Moreover, 
he never placed any recording device, as shown in the photograph, 
in the conference room nor did he direct one to be installed 
there. He does not know how the listening device in the 
photograph was put in the elim —— did recall that there 
were two more audio monitoring devices that existed in addition 
to the device in the photograph. He knew of these devices but not 
of the device in the photograph[ authorized the purchase 
of a recording/listening device for the purpose of monitoring a 
possible sexual harassment case. He received legal advise that 


transcripts were needed of ions to identify the 
harassment charges. It was choice to purchase a 


listening or r j i transcribe the 
conversations. esearched what 
equipment was availabie an autnorized the purchase on a 


government account іп 1995. The device was used in recording 
conversations with the PA&E employee without her knowledge. 
Later, the device turned up missing and was never located. 


A second listening device with a receiver in his office 
was purchased on a government account, however, it was not the 
receiver or microphone depicted in the photograph. This device 
was purchased not for listening — |57: w i 
response to possible future scenarios similar to 
type scenarios”. The device never worked due 
muffling the sounds on the conference room later stored 
the device in his office desk. When 


left the device behind. Later, it_was sent to 
office in October 1998 by 


He said this 
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To: | Denver From: Denver 
re: [| 06/22/1998 
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These employees [ — — — — ]«na[ Fé per mscon 
noticed that the device was in the "on" position. They remove 


the device and replaced the battery with а new battery, however, 


no transmission was activated by this action. They gave the 
device to PA&E project manager Jo, in turn, 
gave the device to the 902d which sti retains custody. The True 


Value battery that was removed from the device was not touched 
during removal. 


PA&E is the contractor providing grounds and 
maintenance for Fort Carson. They are currently in the fourth 
year of a five-year contract and are in the process of rebidding 
discussions for the contract for the next five years. This 
contract is estimated to have a value of $55 to $60 million. Bid 
process discussions have been held in the conference room where 
the device was found. GE previously held the contract at Fort 
Carson. 


PA&E has experienced a past incident where a former 
Facility Security Officer was dismissed for attempting to give 
confidential PA&E documents to a competitor. It is believed that 
the Defense Security Service investigated this incident. 


To date, there is not evidence of a foreign power- 
sponsored or i i ісепсе activity directed at PA&E, 
however, if a is approved such evidence may 
result from an inves inquiry. Accordingly, this tter 
could be opened as л. or as a 
investigation. It is recommended that the recipient supervisors 
coordinate any decision as to the opening of any investigative 
violation in this matter. 
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“аз possible. Please ensure that all forms are 


ç ALL MS АТН CUNT Al 


Е 
4 August 1987 


Dear Mr. 


We are іп the initial stage of staffing our contract in Moscow. The 
requirements of this contract are rigorous and the selection process 
includes a full security background investigation, work experience 
validation, medical, and a language evaluation. We are interested in the 
materials you have sent us and need further information to evaluate your 
credentials. This іс a preliminary inquiry and is not an offer of 
employment. 


Our positions are síngle status, working couple status and accompanied 
status. There axe по provisions for chlldren. Most of our positions 
require a particular trade skill; there are only a few clerical positions. 


Will you please complete the enclosed forms and return them to us as soon 


out completely an 
accurately. 


Below are some special instructions relating to the enclosed forms: 
1. PAE Application’ Form: Fill out the original and make sure that 
the reference authorization is signed. Include one сору plus 
original. 


2. Standard Form 86: Fill out the form, but do not sign it until 


you have made three (3) additional copies. After you have made 
the copies, sign the original form as well as each of the 
copies. 


3. SF 171: Instructions are attached to the front of this form. 
N It is to your advantage to write very detailed., job ` 
descriptions. Once the entire form is complete, make four (а) 
copies to be returned along with the original. 
4. 2 Fingerprint Cards: These cards need to be completed at your 


local police station. It is necessary to have two cards 
completed. 


5. Authorization form: Include one copy along with original. 
X look forward to receiving your information. 


Sincerely, 


Personnel Specialist р 


LOS ANGELES / WASHINGTON D.C. / GERMANY / JAPAN / MALAYSIA / OKINAWA / PHILIPPINES / SAUDI ARABIA / SINGAPORE / THAILAND / INDONESIA / HONDURAS / USSR / SPAN 
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мы LA Ud- 13-2017 HX о NSICO 


PE SIFIC ARCHITECTS AND ENGINEERS INCORPORATED 1601 North Kent Street, Rossiya Plaza C, Suite 907, Arlington, VA 27°09 (703) 243-6464 
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ERI AUTOMATIC CECLASSI IFICATION GU 
DA NT НІ БЬЕТ 


e DECLASSIFICATION AUTHORITY! DERIVED Fall. 


SESRET E 
Routing - 3» х2 
0-7 (Rev. 10-9-84) (Copies to Offices Checked) 
TO: SAC, TO: LEGAT, 
ГІ Albany Û Houston Û Oklahoma City D Вет 
СІ Albuquerque 13 tndianapotis Omaha D Bogota 
X) Alexandria С Jackson O Philadelphia D Bonn 
© Anchorage О Jacksonville © Phoenix D Canberra 
О Atlanta {1 Kansas City [3 Pittsburgh D Hong Kong 
© Baltimore © Knoxville O Portland t 
i ІЗ Les Vegas D Richmond П Mexico City 
O Little Rock fJ Sacramento 0 Montevideo 
7) Los Angeles D St. Louis С Ottawa 
D Butte © Louisville O Salt Lake City 0 Panama City 
D Charlotte D Memphis П San Antonio С Paris 
Ü Chicago D Mami Г] San Diego O Rome 
С Cincinnati C) Milwaukee D Зал Francisco Ü) Tokyo 
С Cleveland D Minneapolis п Juan 
O Columbia Û Mobile D Savannah. 
D Dallas ГІ Newark О | 
[3 Denver D New Haven D) Springfield 
O Detroit © New Orleans DT 
О EP a Бай ы City 35] Washington Field 
9 D Nor {3 Quantico 


utu uant : 
в Brook Queens (MRA) 9-5. -T 
ne: PACIFIC ARCHITECTS AND ENGINEERS INC., 
ARLINGTON, VIRGINA; 


— ы 
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Retention For appropriate 


С For information Û optional 10) action 13 Surep, by 

fJ The enclosed is for your information. If used in a future report, (3 conceal all sources, 
D paraphrase contents. 

Q FA E E 

ы assifié in its entirety 


ReBAletter, 8/20/87. 

FBIHQ investigative indicés disclosed no record 
regarding PACIFIC ARCHITECTS AND ENGINEERS INC., AKA 
PAE INC. 
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12. 


13. 


MEDICIAL:  Pre-employment physícal paid for by PAE. Medical insurance 
available. A well equipped dispensary is located on the Embassy 
compound, . 


FOOD: Full use of Embassy commissary after $150 refundable enrollment 
fee. 


HOUSING: Housing will be provided (utilities included) and assigned 
by the American Embassy. Apartments are furnished except for linens, 
kitchen equipment, dishes, etc. One free 10 minute phone call per week 
is given to each employee by the Embassy. 


SHIPMENT ALLOTMENT: Air and land shipments paid for by PAE. Specific 
weight amounts provided within terms of employee’s contract. 


LOCAL TRANSPORTATION: Good subway and bus systens, transportation | Е 


to/from work provided by the Embassy--no private cars allowed. 
We are free to go anywhere within a 25 mile radius of Moscow. American 
Embassy and Russian permission are required to go outside those limits; 
good air travel service to Helsinki, London, Frankfurt, Paris and other 
European cities is available. 


LANGUAGE TRAINING: Some personnel may receive language training in 
Washington or another designated location prior to leaving for Moscow. 
Some language training may also be required after arrival in Moscow. 


TRAVEL STATUS: Diplomatic passport and visa. 
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DBEELARSSIFICATION АПТНОВТТУ DERIVED FROM ` 


: CI ПИТТ DECLASS CATION СЕ 
LATE 04-15-2017 2 22.2... 
чш 
Memorandum 


To Date 
b3 
From BOSTON (AUGUSTA RA) (5-1) (С) b6 
b7C 
b7E 


cation classified "SECRET" in its entirety. 


Enclosed/for the information of the Bureau and other 
recipients are twé copies each of a three page typewritten letter 


from PACIFIC TTECTS AND ENGINEERS ANC RATEDG(BAR)- 1601 
North Кей t, Rosslyn Plaza C, Sui RUIT PRÉS ington, virgin- 


ia, 222094 a 
The enclosed materials reflect. a search by PAE for 
U. S. citizens to staff the United States Embassy in Moscow, 


USSR. 
REQUEST OF FBIH 


The Bureau is requested to review its indices regarding 
PACIFIC ARCHITECTS AND ENGINEERS INCORPORATED, Arlington, VA, 
also known as PAE INC. 


а 


3 - Bureau (Enc. 2) 
(1 - CY-3A Unit) 
1 = Alexandria (Enc. 2) (Info.) 
- WFO (Enc. 2) (Info.) 
Q»- Boston 
EMM/srw 


(6) 
N 
< SEGRET 
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AUG 31 1997 


ЕБІ әм EGOSTE 


259 ARCHITECTS AND ENGINEERS усон E 
GENERAL INFORMATION SHEET 

ALL INFORMA 

ATE 04-19-2017 BY C66CW4GBIl NSICÓ 


ICH Cony al 


PAE is currently staffing the support positions at the American Embassy in 
Moscow . The selection process includes a full security background 
investigation, work experience validation, medical evaluation, and a 
language evaluation: this process сап take up to three or more months to 
complete. 


The positions PAE is recruiting for are: 


ж ` 
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Laborer Lead Laborer Refrígeration/Applíance Technician 
Driver Mechanic ' Diesel Generator Mech./Electrician 
Custodian Lead Custodian Maintenance Technician 
Electrician Lead Electrician Supply/Adninistrative Assistant 
Carpenter Lead Carpenter Custodial Technician 
Painter Clerical Building Trades Supervisor 
^ ` Food Service. Cook `: -~ = Mechanical Supervisor. . 23 ° 
Maid Plumber Instruments & Controls 
HVAC Electrical Supervisor | 


Positions require various levels of Russian language ability and/or 
training. 


A non-fraternization policy is enforced at the Embassy with regard to Soviet 
citizens. This does not mean that employees are confined to the Embassy. 
There are many cultural opportunities such as ballet, museums, theatres and 
sporting events in which employees are encouraged to participate; the policy D 
is enforced to prevent any situation involving Americans and Soviets which 
may be harmful to either or both parties. 


Below are listed some of the many benefits offered оп the Moscoy co) tract. 


1. CONTRACT: Two years, single, accompanied, or working couple status. 
There are no provisions for minor children. | ' 


2. SALARY: ' Payable іп U.S. dollars. Currently there are по U.S. or 
Russian taxes withheld except U.S. Social Security and California 
State Disability Insurance. 


3. HOLIDAYS/VACATIONS: Fifteen U.S. and Russian holidays, currently 17 
calendar days, per year. 


4. TRAVEL: Paid to and from point of hire including cost of passport, 
.. photos, visa fees, airport taxes, etc., ru. , | 


5. R&R: PAE will provide one round-trip coach plane ticket to Rome, 
Boston or New York one time during the two year contract. Š 
Ф m -= -=-= єє. PH > o ^ Е Баса 


| 6. MAIL: APO privileges given to PAE employees. 
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ADIC, Los Angeles 
pa Director, FBI 2 . 7 А 
! Fa {л> 
FIC ARCHITECTS AND ENGINEERS, INC., PNJ IAO : 


HE UNITED STATES, COURT OF CLAIMS an С 
МО. 407-75 


RENEGOTIATION ACT - CIVIL /25- 2129 # (о “z 
OO: LOS ANGELES 46~ 2393 (4/47) 


Enclosed for Los Angeles are two copies of a 
letter from the Civil Division of the Department dated 
11/18/76, and attachments, requesting a detailed accounting 
investigation. The original books and records necessary 


to complete this investigation are located in the custody 
of 0 South Harvard Boulevard, 
Los geles, California 90005. 

Also enclosed for the assistance of Los Angeles 
is one copy of a pamphlet prepared by the Civil Division 
of the Department entitled, "Investigation and Reporting 
of Renegotiation Act and Court of Claims." For information 
of Los Angeles, the statutory provisions of the کر‎ 
Renegotiation Act are set forth in Title 50, U.S.C. 
Annotated, Appendixes 1211 through 1233 and Renegotiation 
Board Regulations providing specific instructions governing 
Renegotiation Act matters are published in the Code of 
Federal Regulations (CFR) (32 CFR 1451 to 1499) which 


Los Angeles may desire to review at the offices of the 
9. 5. Attorney, Los Angeles, California. 
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Airtel to ADIC, ‘Los Angeles 
RE: PACIFIC ARCHITECTS AND ENGINEERS, INC. 


Los Angeles should promptly initiate the requested 
investigation, noting the Department has requested that a 
completed report be submitted by 1/21/77. Within ten days 


from date of this airtel, submit an LHM to the Bureau by 


cover airtel setting forth briefly the scope of the investi- 
gation to be completed and date a report containing the 
completed investigation will be submitted. Your completed 
report should be submitted by cover airtel to facilitate 
processing at ЕВІНО. 


The Court of Claims has become reluctant to grant 
extentions of time for the Government to submit its accounting 
response. Therefore, every effort should be made to meet the 
deadline set by your office. You should meticulously note any 
actions by the plaintiff which may hinder the Government in a 
timely preparation of its response. Any such actions should 
be reported by LHM. 


Any additional requests by the Department to expand 
the scope of the audit or vary the original audit plan should 
be reported by LHM. Also, if any questions arise for the 
Department, they should be set forth in an LHM for dissemination 
to the Department. 


The accounting investigation, in addition to 
verification that the books accurately contain the data set 
forth in the accounting submission, should include comments 
as to whether or not all allocations and inferences drawn from 
the records are in accordance with generally accepted accounting 
principles applicable to renegotiation. Los Angeles should note 


that any item(s) set forth in the plaintiff's accounting submission 


not excepted will be accepted by the Court of Claims as being 
accurate. For information of Los Angeles, this report should 
further include an analysis of the underlying methodology used 
by the plaintiff to allocate costs and expenses to renegotiable 
business. Upon completion of a comparative analysis of the 
accounting submission, tax xeturns, and plaintiff's books and 
records, insure that any differences noted are either reconciled 
or fully explained. Also, any data noted from the plaintiff's 
books and records, which would tend to refute plaintiff's 
position, should be set forth and fully justified. 


9 


Airtel to ADIC, Los Angeles 
ВЕ: PACIFIC ARCHITECTS AND ENGINEERS, INC. 


Los Angeles should initiate this accounting investi- 
gation, and after the Special Agent Accountant assigned this 


matter has become acquainted with the plaintiff's operatio 
and books and re ental Attorney b6 
telephone number Should be telephonically bic 


contacted to discuss the p estigation. 
Los Angeles will note that the economic 
expert contacted by the Department to assist in this matter, 


has set forth 15 questions that the Department desires to 

be resolved in this investigation. Additionally, the Department 
has xequested the accounting investigation include a review 
of all purchase orders and invoices of renegotiable business 
for the Fiscal Year 1967. ТЕ Los Angeles takes exception to 
апу of these areas posed by the Department, or deems the 
request too extensive, same should be set forth in the initial 
LHM. If the preliminary review of the books and records and 
requested accounting investigation indicates that the deadline 
of 1/21/77 is impossible to meet, an alternate deadline should 
be proposed. 


The original accounting workpapers should be retained 
until the case is finally resolved, at which time they should 
be forwarded to FBIHQ by cover LHM for transmittal to the 
Department for completion of its files. Upon submission of 
the accounting report, copies of the workpapers should be 
forwarded to FBIHQ as an enclosure for transmittal to the 
Department. 


One copy of the Civil Division's letter has been 
designated for WFO for information. 
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UNITED STATES DEPARTMENT OF JUSTICE 


к 


FEDERAL BUREAU ОҒ INVESTIGATION p 
Los Angeles, California 


In Reply, Please Refer to December 2, 1976 d 
File No. . . : 5 


PACIFIC ARCHITECTS AND 
ENGINEERS, INCORPORATED 
T VERSUS © 
THE UNITED STATES 
COURT OF CLAIMS NUMBER 407-75 


- А review of the request of the Assistant Attorney 
General, Civil Division, Department of Justice, Washington, 
D.C. for an accounting investigation by the Los Angeles 
Division of the ЕВІ іп captioned matter indicates the 
requested investigation to be quite extensive in scope. 

In addition to the comparative analysis of the plaintiff's 
accounting submission, a review of all purchase orders and 
invoices of renegotiable business for fiscal year 1967, 

plüs an analysis of the company's underlying methodology 

used in allocating costs and expenses to renegotiable 

business is required. Тп view of this broad spectrum 

of analysis, it is estimated that a report containing the 
completed investigation cannot be submitted to FBI Headquarters 
prior to April 30, 1977. . 


Initial contact has been made with Pn 
[Pacific Architects, Incorporated who extende bye 
utmost assistance. Arrangements have been made with 
to begin investigation on December 6, 1976. 


x 


This document contains neither recommendations nor conclusions, 
of the FBI. It is the property of the FBI and is loaned to 
your agency; it and its contents are not to be distributed 
outside your agency. 
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кін 7760: DIRECTOR, FB | 
FROM: ADIC, LOS ANGELES (83-255) (P) 


SUBJECT: PACIFIC ARCHITECTS AND 
ENGINEERS, INC. 
VS. THE UNITED STATES 
COURT OF CLAIMS NUMBER 407-75 
RENEGOTIATION ACT - CIVIL 
00: Los Angeles 


Enclosed for the Bureau are four copies of a 
letterhead memorandum (LHM), in captioned matter. The Bureau 
will be kept advised of progress in investigation. 
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vico STATES DEPARTMENT OF JUSTICE 


FEDERAL BUREAU OF INVESTIGATION 
Los Angeles, California 


Pacific Architects and Engineers, 
Incorporated, vs. the United States 
Court of Claims Number 407-75 


In xeviewi і | ished Бу the 
Department from | | Economie 
Expert in captioned case, various questions arose. RIS 
Telephonic contact was made with] fat the, 
Graduate School of Business and i stration, 
Cornell University, 524 Malott Hall, Itha | 
14853. As a result of this conversation, [e e e] 
forwarded Los Angeles a brief summary of the documents 
furnished him by the Department. When Los Angeles 
reviewed this list it was apparent that documents in 


the possession of Los Angeles would be helpful to 
[ fee hae үс. 


Attached hereto for [_ ]is one сору a 
of the Price Water House and Company xeport on the Bit 
consolidated financial statements of Pacific Architects 
and Engineers for the three years ended, December 31, 

1967, and one copy of the Renegotiation Board's revised 
schedule A, dated March 10, 1975. 


3х 


This document contains neither recommendations nor conclu- 
sions of the FBI. It is the property of the FBI and is 
loaned to your agency;.it and its contents are not to be. 
distributed outside your agency. 
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TO: DIRECTOR, FBI 
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F 


FROM: ADIC, LOS ANGELES (83-255) 


SUBJECT: Pacific Architects and Engineers, Incorporated, vs. 
the United States Court of Claims 
Number 407-75 
RENEGOTIATIONS ACT - CIVIL 
OO: Los Angeles 


+ 


Enclosed for the Bureau are four copies 
of a letterhead memorandum in captioned matter. 
The Bureau will be kept advised of progress and 


| 
| 
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investigation. 
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К STATES DEPARTMENT E TET 


FEDERAL BUREAU OF INVESTIGATION 
. Los Angeles, California 


In Reply, Please Refer to January 5, 1977 
File No. 


t 


PACIFIC ARCHITECTS AND ENGINEERS, INCORPORATED, 
VERSUS THE UNITED STATES COURT 
OF CLAIMS NUMBER 407-75 


Los Angeles has initiated investigation to 
reconcile Pacific Architects and Engineers, Incorporated 
1967 audited financial statements by Price Waterhouse 
and Company with the plaintiff statement on accounting, 
dated September 1976. ` Additio i been 
made of questions submitted by nd b6 
, it has been discovered that Los Angeles is not Зп possession b7C 


requested that the department forward Los Angeles all 


missing d a complete list of exhibits 
furnished 


dditionally, during a discussion wit | Be 
Pacific Architects а ineers, Incorporated P7C 
‚ regarding some of the questions ished resolved 


in the Los Angeles investigation, requested 
that all such questions be submitted to Pacific Archi ts 
and Engineers in writing for their consideration. 
was telephonically contacted by Los Angel 

advised of this position 7 ا‎ 
advised those areas of primary 


concern to him: 


E E 
This document contains neither recommendations nor conclusions 
о of the FBI. It is the property of the FBI and is loaned to 
your agency; it and its contents are not to be distributed 
outside your agency. 
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PACIFIC ARCHITECTS AND ENGINEERS, INCORPORATED, 
VERSUS THE UNITED STATES COURT 
OF CLAIMS NUMBER 407-75 


1. The maximum amount of risk exposure to 
Pacific Architects and Engineers, Incorporated 
2. Total compensation to Mr. Edward Shay, 
President of Pacific Architects and 
Engineers, Incorporated. 
3. Analysis of the transfer of $500,000 of 
revenue from 1967 to 1966 
4. Determine if additional resources were 
committed to guarantee contracts other 
than the accounting records indicate. 
| — has no objections to formulating ‚ b6 
questions in those areas and reproducing them in writing bre 


for Pacific Architects and Engineers, Incorporated. 


Based о( 2 |оріпіоп, Los Angeles ae 
will prep those questions of primary concern and 
submit to by January 28, 1977. The department 


is requested 


to advise Los Angeles prior to that date 


if апу objections exists to this procedure. Upon receipt 
and review by Los Angeles of those exhibits previously 
requested in this letter, additional questions will be 
submitted to Pacific Architects and Engineers in writing 
if appropriate. 
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Via Airtel. NUDO CL ERED- 
TO: DIRECTOR, FBI 
FROM: ADIC, LOS ANGELES (83-255) (7) 
RE: ` PACIFIC ARCHITECTS AND ENGINEERS, INCORPORATED, 


VERS(S THE UNITED STATES COURT 
OF CLAIMS NUMBER 407-75 
RENEGOTIATION ACT - CIVIL 

00: Los Angeles 


Enclosed for the Bureau axe four copies of a letter- 
head memorandum in captioned matter. The Bureau will be kept 
advised of pxogress and investigation. 
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ver» STATES DEPARTMENT OIWE'STICE 


FEDERAL BUREAU OF INVESTIGATION 


Los Angeles, California 
March 24, 1977 


PACIFIC ARCHITECTS AND ENGINEERS, INC. 
VERSUS UNITED STATES COURT OF CLAIMS 
NUMBER 407-75 


Los Angeles has concluded investigation of the 
financial records of Pacific Architects and Engineers, Inc. 
A report is currently being constructed setting out Los 
Angeles findings. No problems are foreseen in reaching 
Departmental reporting deadline of April 30, 1977. 


Los Angeles is still awaiting a reply to 
ions presented on January 28, 1977 tof 
Vice President, Pacific Architects and Engineers, 


has indicated that answers in response to Los 


Angeles questions are currently being reviewed by Pacific 
's attorneys and Certified 


5 
Architects and Engi i 
Public Accountants. | expects Pacific Architects 

"5 reply to be received by Los Angeles 


and Engineers, Inc. 
in early April for incorporation into the accounting report. 
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This document contains neither recommendations nor conclusions 
it is the property of the ЕВІ and is loaned to 


of the FBI. 
your agency; it and its contents are not to be distributed 


("Oy outside your agency. 
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TO: DIRECTOR, FBI (83- 2632) 
FROM: ADIC, LOS ANGELES (83-255) (7) (Р) 


SUBJECT: PACIFIC ARCHITECTS AND 
ENGINEERS, INC. 
VS. UNITED STATES 
COURT OF CLAIMS 
NUMBER 407-75 
RENEGOTIATION ACT - CIVIL 
00: Los Angeles 


Enclosed for the Bureau are four copies of a 
Letterhead Memorandum (LHM) in captioned matter. Bureau 
will be kept advised of progress in this matter. 
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LOS ANGELES LOS ANGELES 4/20/77 11/24/76 - 3/31/77 


TITLE OF CASE | | REPORT MADE SY ТҮРЕО ey 
PACIFIC ARCHITECTS AND masana aum 
EET INC. CHARACTER OF CASE 

. VERSUS UNITED STATES COURT OF 


(ACCOUNTING INVESTIGATION) ` 


REFERENCE: Bureau airtel to Lo ^. leo ага 11/22/78 
Р Босо асе : А 


Los Angeles airtels I 
12/20/76, 1/5/77 алдай/24/77. 


ADMINISTRATIVE 


ACCOMPLISHMENTS CLAIMED XC) NONE ACQUIT- case маз oten: 
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UNITED STATES DEPARTMENT OF JUSTICE 
FEDERAL BUREAU OF INVESTIGATION 


* 


` 1 = Department of Justice, Civil Divi nami 
Сору 1: Litigation Section (ATIN:  AUSA кз 
у ‘ ) 
Report of Нот Oft Los Angeles, California 
ote: А 


Field Office File 4; 83-255 Boreau File #: 83.2632 j 


Title: PACIFIC ARCHITECTS AND 
ENGINEERS, INC. : 
VERSUS UNITED STATES COURT OF 
CLAIMS NUMBER 407-75 


_ Characters | RENEGOTIATION АСТ - CIVIL (ACCOUNTING INVESTIGATION) 


E 


Synopsis: The Renegotiation Board determined that the Plaintiff 
(Pacific Architects and Engineers, Inc.) utilized excess 
profits of $1,000,000 during its fiscal year ended (FYE) 
12/31/67. At the direction of the Department of Justice, an 
accounting investigation was conducted by the Los Angeles 
Office. The accounting investigation included a review and analysis 
of the Plaintiffs records for the period 1/1/65 through 
12/31/67. Investigation was primarily concentrated | 
in the review year, since that was the period of time in 
which the Renegotiation Board made. its determination of 
excess profits. Investigation concluded that the accounting 
treatment by the P,.aintiff was consistent from year to year. 
The cost system, which was under general ledger control was 
determined as adequate. Job Cost employed under the accounting 
system were separat?ly accumulated for under each of the 


several contracts. The Plaintiff suitably segregated 
Renegotiable from Nonrenegotiable business on à contract 
basis. Per FBI anaiysis, Plaintiff's treatment in determining 
the sales figure appears reasonable. Exception was noted 
in Plaintiff s method of allocating General and Administrative 
ieee tl ee investigation determined additional b4 
j m for the review year. Of this amo 
e oe associated to Renegotiable business == 
Со Nonrenegotiable. 
~ Pen 
This document contains nother recommendations noc conclusions of the ЕБІ, It is the property of the FBI and із loaned to your agency: it and its contents 
are not то be disuriduted outside your ageacy. 
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GLOSSARY 


с/6/8 - Cost of Goods Sold 

CPFF - Cost Plus Fixed Fee 

CPA - Certified Public Accountant 
Department - Department of Justice 
FFP - Firm Fixed Price 


FY - Fiscal Year 


FYE - Fiscal Year Ended 


G & A - General and Administrative Expenses 


IRS - Internal Revenue Service 


. Plaintiff - Pacific Axchitects and Kasinsers; Inc. 
. PW & Company - Price Waterhouse and Company 

. RB - Renegotiation Board, Washington, D.C. 

. Review Year - Fiscal Year Ended ЕТИК 31, 1967. 


. WRB - Western Refiional Renegotiation Foard; Los Angeles, 


California P 
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DETAILS: š f 


Investigation in this case was conducted at the 
request of the Department of Justice. 


On November 18, ا‎ Assistant 
Attorney General, Civil Division, advised in a letter to 


the Bureau that Pacific Architects and Engineers, Inc., 

Los Angeles, California, had filed a suit in U.S. Court of 
Claims. The Plaintiff was seeking a De Novo review of the 
Renegotiation Board's order of August 8, 1975 that the ' 
plaintiff had realized excess profits of one million dollars 
during the FYE December 31, 1967. The Department had received 
plaintiff's pre-trial accounting statement in this matter 

and requested that an examination of plaintiff's books and 


records be conducted for the purpose ing the facts 
and figures in plaintiff's petition. said the 


‘plaintiff had advised that the books and records were available . 


42522 —— | |: the company's offices at 
600 South Harvard Boulevard, Los Angeles, California, 90005. 


disclosed that, the Department retained 


| (ап economies and accounting expert, 


his case] = lenclosed a copy of questions posed | 
to help in the accounting investigation. 


NEM еВех advised that this case had been: 
assigned within the Civi ivisi sistant United 
£ 


States Attorney (AUSA) 
Litigati ion, Telephone . Іс was suggested 
that be contacted by the ГВІ Agent assi : 
this case before commencing the accounting review. 
requested results of this accounting investigation 
e forwarded before January 21, 1977. 


Іп a Letterhead Memorandum from Los Angeles to 
the Department, dated December 2, 1976, the broàd scope . 
of the requested investigation was discussed. Los Angeles 
advised the Department that a report containing the completed 
accounting investigation could not be submitted to FBI 
Headquarters prior to April 30, 1977. Іп addition, the 
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pepartment was notified that contact had been made with the 
plaintiff and that an investigation would commence on December 6, 


1976. Іп a telephone conversation between t 
Ы) feng По шене rto nay bé 
it was learned that the, Department had obtaine RIG 


additiona 
time d to the plaintiff's accounting submission. 
AUS dvised that Los Angeles could forward 


its accounting results to the Department by April 30, 1977. 
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GENERAL FINDINGS 


The accounting investigation of the plaintiff's 
books and records was conducted from December 6, 1976 


until March 3, 1977. 


The scope of the investigation included 


a review and analysis of records for the period January 1, 


1965 through December 31, 1967. 


its efforts in the review year, that period of time in 
which the RB made its determination of excess profits. 
Only a limited review was given the comparative years 
(1965 - 1966) in this accounting investigation. Prior 
audits by Defense Contract Audit Agency, Western Regional 


Renegotiation Board, Washington, D.C., IRS and PW & Company 


(the plaintiff's independent auditing firm) were relied 
heavily upon in determining the accuracy of the data 
submitted by the plaintiff. The following types of 
records were examined during the accounting review: 


1; 


„б $5 س‎ 


Audited financial statements 

a. December 31, 1965 

b. December 31, 1966 

c. December 31, 1967 

d. For the three years ended December 31, 1967 


Auditing working papers of PA & E's firm of 
Independent CPAs. 


Federal income tax return for 1967. 
PA & E's internal financial records 
Report of Defense Contract Audit Agency 


Reports of the Western Regional Renegotiation 
Board, Los Angeles, California 


Reports of the Renegotiation Board, Washington, 
D.C. 


7 


The investigation concentrated 
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The general findings are as follows: 


The accrual method of accounting was used for 
Federal income tax, renegotiation and for book purposes; 
accounting treatment appears consistent from year to year; 
plaintiff's books and records for its fiscal year ended 
December 31, 1967 wexe audited by PW & Company, independent 
CPAs; PW & Company apparently performed a thorough quality 
audit for that fiscal year; this was determined by reviewing 
PW & Company's analysis of plaintiff's accounting system 
as documented in PW fiscal year ended December 31, 1967 Audit 
work papers; the cost accounting system was adequate, it was under 
general ledger control; job cost employed under the accounting 
system were separately accumulated for under each of the several 
contracts; plaintiff segregated renegotiable business from 
. non-renegotiable business оп a contract basis. Тһе: 

-accounting investigation follows: 


l. Sales 


A. The nature of the business operations for 
| РА & Е is опе of architectural design and 
engineering services. During the review year 
the plaintiff's business was segregated into 
three major areas: 


1. Commercial Business - providing architectural 
engineering services in the private sector of 
the econoxy. 

2. Non-reneg5tiable Business - providing architectural/ 
engineering services for the State Department. 

3. Renegotiatle Business 
a. Architectural engineering services - 

supervision of construction performed under 

FFP contracts to include design and surveys. 
b. Repair and utility services - provide 

post engineering type functions under cost 

plus fixed fee contracts at U.S. military 

facilities in South East Asia. 


B. Principal renegotiable customers 


XE NN 
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The following is a list of the major renegotiable 
prime contracts during 1967. The list of contracts constitutes 
approximately 98 percent of the plaintiff's renegotiation business 


during the review year: 


1. U.S. 
| GOVERNMENT 
CONTRACT NUMBER TYPE OF CONTRACT AGENCY 
DA-92-116-FEC-250 CPFF U.S. ARMY 
DA-92-116-FEC-350 CPFF PROCUREMENT 
DAJB-1167-C-0001 CPFF AGENCY 
DAJB-1168-C-0008 CPFF VIETNAM 
DAJB-1168-C-0008 CPFF APO SAN 
FRANCISCO 96307 
DAJB-1168-C-0010 CPFF 
DAJB-1168-C-0011 CPFF 
DAJB-29-67-C-0004 CPFF U.S. ARMY oor 
рАЈВ-29-68-0066 CPFF PROCUREMENT 
OFFICE 
USARSUPTHAI 
197/1 SILOM RD. 
| BANGKOK, THAILAND 
КЖ NAVAL FACILITIES ~~ 
| | ENGINEERING 
COMMAND i 
YOKOSHUKA, JAPAN 
ACA91-67-C FP .5. ARMY 
pA92-800-ENG-1FFP ا‎ ___ ENGINEER DISTRICT = 
CACA81-68-C-0016 FFP i FAR EAST, APO Tm 
SAN FRANCISCO 
96331 
ACA-79-6/-C- 25; Y 
DACA-79-67-C-0082 FFP ENGINEER 
DACA-79-67-0095 FFP DISTRICT, OKINAWA 
DACA-79-67 -0104 FFP APO SAN 
.FRANCISCO 96302 
NBy AL —— 
NBy 79811 FFP FACILITIES 
NBy 79878” FFP ENGINEERING = 
NBy 79880 FFP COMMAND, VIETNAM 
a 9 a 
1 
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U.S. 

7512 Р GOVERNMENT 

CONTRACT NUMBER TYPE OF CONTRACT AGENCY 

NBy 80159 FFP 

NBy 82295 FFP 

NBy 85672 FFP 

NBy 85816 FFP 

NBy 85822 FFP 

N -0/- Е AVAL FACILITIES 
ENGINEERING 
COMMAND 
THAILAND 

2. Firm Fixed price ` ь4 


Army and Navy Services 


CPFF 


Department of Army - 
Repair and Utility Contracts 


Total renegotiable business 


С. Subsequent Events 


1; E by the Western Regional Board 


2. Adjustments by the RB. 


On February 27, 1970, PA & E refunded 

$225,000 in fixed-fees under contract 
DAJB-1168-C-0008 in settlement of certain 

claims made by the government against PA & E. 

50 percent of this fee reduction was considered 
applicable to the review year, thus the sales in 
1967 were reduced $127,500: 

Sales and related cost of sales were reduced 

in the review year by $293,748. This amount 
pertained to another company, Keller and 

Gannon, which acted as a subcontractor in 

a joint venture sponsored by the plaintiff. 

The sales and related cost of sales were not applicable 
to the plaintiff's operations. 


- 10 - 
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Sales in review year were increased by 
$169,637. This was the result of revenue 
from CPFF contracts being reported as sales 
and profits in 1972 and 1973 when this amount 
‘ser to costs expended and reported in 


Plaintiff made a settlement in 1973 of 

claims and overhead before the Armed Services 
Board of Contract Appeals (ASBCA) relating 

to the review year. The effect of the settlement 
was to reduce sales by $13,920. 


PW & Company in 1967 estimated overhead 


recovery for the plaintiff to be $260,000. 


No portion of this amount was ever realized. 
Sales in the review уеах are reduced py 
$260,000. 


D. Sales (Per Books) (Schedule A) 


Less sales of co 
a. Manneng Co 
Sales prior to s 


nsolidated company: 
rporation 
ubsequent events 


Subsequent Events: 


1. 50 percent fixed fee refund 


under contract DAJB-1168-C-0008 (127,500) b4 
2. Elimination of сан Venture 
Sales (293,748) 
3. Settlement in 1973 of claims апа” ' 
overhead pending 5efore Armed 
Services Board of, ое ii 
Appeals (13,920) 
4. Elimination of 1967 PW- estimated 
overhead recovery (260,000) 
5. (CPFF) Cost received іп 1972 - ——— Бі 
1973: ,63 (532,531) 
Sales per FBI Review (Schedule С) $121,731, .00* 
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Sales: 
Total Renegotiable Non-renegotiable 
Business  . Business Business 
i CPFF FFP 
с ee 
* “Тһе sales figure per FBI review did not include 


fixed fees of $500,000 under CPFF contract DAJB-1167-C-0001. 
This decision was based on the following information obtained 
during the accounting investigation: 


The performance period of contract DAJB-1167-C-0001 
was from July 1, 1966 until June 30, 1967. Тһе government 
on June 4, 1967 increased the scope of the work under the 
contract, in Modification Number А-011. The Modification 
called for the fixed Ғее to be increased by $1,828,000. 

‘The plaintiff reported this amount for tax purposes as 
income for the calendar year 1967 since the income became 
fixed and determinable during that year. However, $500,000 
(determined on a cost incurred ratio) of the $1,828,000 
fixed fee,relates to operating costs for 1966. Іп view of 
this fact it is felt that income in 1967 would be overstated 
by including the $500,000 in the review year. р 


It should be noted that the Renegotiation Board 
included the entire $1,828,000 in the review year. The reason 
being that fiscal year 1966 was cleared without assignment, 
that is, closed for renegotiation purposes... The RB feels — адас 
that if the $500,000 is not included in 1967, this amount will escape 
renegotiation. In this accounting review, these facts were 
weighed in the final determination on how to treat the $500,000 
‘but accounting principals indicate that revenue and cost should 
be matched. This appears to occur if the $500,000 is 
allocated to 1966. : 


22124 
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ІІ. Cost of Goods Sold 
A. Allocation of Direct Cost 


Direct cost records, relating to the various 
renegotiable and non-renegotiable contracts, were used to 
derive the direct cost figure. А review was made of the 
cost system employed and it was judged as acceptable for 
renegotiable purposes. Р 


В. Subsequent Events 


1. Direct contract costs were reduced by $293,748. 
(refer to discussions under Part I, Sales, 
Subsequent Events) 


2. Direct contract costs were increased $3,894,401. 
This was the result of a reallocation of certain 
general and administrative expenses. This 
adjustment did not effect total renegotiable 
profits. It merely redistributed costs more 
accurately between general administrative 
expenses and cost of goods sold. 


C. Cost of Goods Sold 
Total Renegotiable Non-renegotiable 
C/G/S (Per books) Business Business Business 
(Schedule A) | b4 


Less C/G/S of 
consolidated 
company (Manneng) 
C/G/S prior to 
subsequent events 
Subsequent Events:’ 
Elimination of 


joint venture 


cost (293 ,748) (293,748) - 
2. Reclassification 

of G&A А 3,894,401 3,894,401 - 
C/G/S per FBI j 
review 7 $117,279,926 $117,198,532 $81,394 
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Direct Labor 


\ 


Job Cost |! 


Below is a summary of direct job costs for the 
plaintiff's rxenegotiable CPFF contracts and FFP contracts: 


TOTAL 
RENEGOTIABLE 
BUSINESS CPFF БЕР 


Indirect Manufac- 
turing Expense 


Total 


A. 


ЫЗ 


III. General Administrative Expenses 


For book purposes the plaintiff classified $5,539,271 
in general administrative expenses, as shown in 
Schedule A. This amount differs considerably with 
the figure filed in the plaintiff's statement on 
accounting, Schedule C. The differences can be 
explained from the following sübsequent events: 


L: 


In 1971 numerous adjustments (3,894,491) 

were made by the WRB, to reclassify a substantial 
portion of G & A expense to C/G/S. This 
reclassification had a zero effect on renegotiable 
income! however, both parties were in agreement 
that a truer matching of expense occurred 

under the reclassification. In reviewing 

the above events, for the purpose of this 

report, “it was found the reclassification 

appears to be reasonable. 


* Adjustments reducing G & A expenses by $151,097 


were made for renegotiable purposes. This 

amount was income allocable wholly to Non- 

Renegotiation business and was reclassified to 

С & А expense as cost credits or reductions. 
(These adjustments are discussed further in 
Part IV of this report). 


- 14 + 
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В. Reconciliation from Book Figure to Review Figure 


Total G & A Expenses Per Books (Schedule A) (| БЯ 


Less G & А Expenses of Co è i 
a. Manneng G & A 
b. Kanduno G&A 


Less: С & A Expenses Reclassifi 
a. Reclassification to DL 
b. Reclassification to other 
dixect job cost 


Less: Adjustments for other Income 
Treated as Credits to Expens 
a. Interest Income 
b. Rental Income | 
с. Management Fee Incom 
Total G & A Expense Per FBI Review 


C. The plaintif£ in his accounting submission allocated 
С &А expenses between renegotiable and non-renegotiable business, 
on a Sales ratio basis. This method seems to allocate a | 
less then proportionate share to the less profitable work. 
For this reason it was felt that cost of sales should be used 
as a basis of allocating С “А expense. Under the given 
circumstances this seems to be a much preferred method of 
allocation. ` 


A change іп the method of allocation has по effect 
on total G & A expense. Total G & A expense per FBI review ... 
06,266 (Part IV, А, 3). O£ this amount (Schedule p) 
as allocated to renegotiable business (CPFF - ‘ 
FFP - Schedule D) to non- 
renegotiable business. 


line I4 was e‏ چ چ 


b4 


The change in allocation methods did cause a minor 
shift of $301 (Schedule C) in G & A expense from renegotiable 
to non-renegotiable business. Within renegotiable business 
(Schedule C) G & A expenses were reduced by $11,884 in CPFF 
business and G & A increased by $11,583 in FFP business. 


i$ = 
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The above changes іп С & A expenses caused the 
operating profit (Schedule C) for renegotiable business to 
increase 5301 and the non-renegotiable operating profit to 
decrease by that same amount. 
D. A further breakdown of С & A expense follows: 


1. Officer Salaries 


Name Title Salary 
? b6 
b7C 
, 
RENEGOTIABLE NON-RENEGOTIABLE 


TOTAL : 
‚ BUSINESS BUSINESS BUSINESS 
Officers Salarie ' 
(Schedule E) b4 
22. Other Office Salaries 


Per FBI review other office salaries totaled] | 


TOTAL RENEGOTIABLE NON-RENEGOTIABLE 
BUSINESS BUSINESS BUSINESS 


Other Office 

Salaries 

(Schedule E) b4 
3. Other G & A Expenses totaled| |] 
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TOTAL RENEGOTIABLE NON-RENEGOTIABLE 
BUSINESS BUSINESS BUSINESS 


Other G & A 
(бейеу [ооо == ы 


IV. Other Income Allocable Wholly or in Part to Renegotiable 
Income 


А. Renegotiable Income: E 


A review was conducted of PW & Company's audit work 
papers covering the audit of the plaintiff for 1967. Within 
those working papers a schedule of Adjustments Past, was 
reviewed. This schedule listed various adjustments, which 
if made, the net effect would cause income to increase by 
$128,270.70. PW & Company did not record these adjustments, 
reason being that the more tary amount of the adjustments 
were too immaterial to record on an individual or collective 

asis. | 


For xenegotiable purposes, it is believed that these 
adjustments should be included as income for the review year. 
Therefore, $128,278.70 was included under the caption other 
Income Allocable Wholly or in Part to Renegotiable Income, 
(Schedule C). From the working papers it was impossible 
to determine if this income was attributable to renegotiable 
or non-renegotiable business. This being the case, it is 
felt since the majority of the Plaintiff s business in the 
review year was Renegotiable it seems fair to allocate 
the additional income on a cost of sales basis. Using the 
said percentages, as determined in Schedule D of this ` 
report for G & A Expenses, the allocation is made as follows: 


Additional Income per ЕВІ Review , | 5128,271 

1. Percent of Cost of Sales for Renegotiable Business 99.93% 
a. Percent of Cost of Sales for CPFF Business 96.97% 
b. Percent of Cost of Sales for FFP Business 3.03% 

2. , Percent of Cost of Sales for Non-renegotiable 


'^ Business - 00.07% 
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1. $128,271 X 99.93% = 128,181 
a. “128,18, X 96.97% = 124,297 
b. 128,181 X 3.03% = 3,884 

2. $128,271 X 00.07% = 90.00 


Amount Allowable to Renegotiable Business: (Schedule C) 


Total Renegotiable Business 
Amount Allocable to Non-renegotiable Business 


B. Non-Renegotiable Business 


Е Per FBI review, the following income was determined 
allocable solely to non-renegotiable business: 


- Income from Joint Venture 


Dividends Received 

Interest Income (Net of Expense) 
Miscellaneous | | 
Amount Determined from Part IV, А 


intiff's statement on accounting (Schedule С) 
showed under the caption Other Income Allocable wholly 
со Renegotiable Business. It appears that the plaintiff 
through an oversigh: or neglect, failed to include $47,586 


of interest income tender this caption. 

To summarize, the following amounts were included 
in Schedule C under the caption Other Income Allocable 
Wholly or in Part to'Renegotiable Business, Per FBI Review: 


Total T 2 Renegotiable '  Non-renegotiable 


Business К Business Business 


Whe 


As discussed in Part ТТТ, Section A, of this 
report, three items (intere i management fee income 
and rental income) totaling, [vere reclassified from 
Other Income Allocable Wholly to Non-renegotiable Business 
to General and Administrative expenses as cost reduction. 
The rental and management fees income were regarded as offsets 
to the cost incurred and the production of that income. 
Interest income was adjusted to show the net interest cost 
for FY 1967. 

- 18 - 
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ү. Other Deductions Allocable Wholly or in Part со 
Renegotiable Income. 


Adjustments totaling $11,950 were made by the 
IRS for the review year. Plaintiff allocated these 
adjustments between renegotiable and non-renegotiable 
business on the basis of sales. Per FBI review (Schedule 
C) the $11,950 was allocated between Renegotiable and Non- 
renegotiable business on a cost of sales basis, utilizing 
ratios determined for G & A expenses in Schedule E of 
this report. 


ҮІ. Кес Profit for Renegotiation 


The following is a schedule reconciling net income, 
por books (Schedule A) to net profit, per FBI review (Schedule 
С): 


; ь4 
. Net Income per books (Schedule А) 
Less: Income of Foreign 
Subsidiaries: 
Kandano Corporation 
Manneng Corporation 
Income before Federal Tax Adjustments 
Federal Tax Adjustments: 
Less: Retentions and Estimated 
Suspensions on Government Contracts 
Add: Provision for Accumulation of 
Retirement Benefits for employees 
Income before Subsequent Events 


Subsequent Events: 
Add: Adjustments subsequent to 
1967 with no effect on Net Income 
Income per Federal Tax Return 
Add: Adjustments by IRS 
Net Income per IRS 


Adjustments pertaining to 
Renegotiation: 
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Add: Reversal of Federal Income Tax 
Adjustments: 
Add: CPFF Sales Reported in Tax 
` Years 1972-1973 but applicable 
to 1967 169,637 
Less: Reduction in fixed fees on CPFF | 
Business ‘for refund on Contract 


| 435,477 


DAJB-1168-C-0008 127,500 
Less: Reduction to FY 1967 Sales and 

Profits 13,920 " 
Less: PW & Company estimated overhead 

xecovery i 260,000 


Less: Interest Income Plaintiff did 
not include in Accounting 
Submission 47,586 156,108 
Мес Income (Per Plaintiff's Accounting 
Submission) (Schedule C) 
Add: Additional Income per FBI Review 


Net Income, Per FBI Review (Schedule C) 


o£ = above amount| pertains со Renegotiable 


~ business an to E S) income figure 
for Renegotiable business includes additional b4 


Renegotiable income,than reported in the Plaintiff's Statement 
on Accounting (Schedule С) 


VII. Balance Sheet Presentation 


Іп the accounting investigation, a comparison was 
made of the plaintiff's balance sheet for 1967 (Schedule B, 1) 
and the balance sheet (Schedule B, 2) submitted in the plaintiff's 
accounting submission. The balance sheet, per accounting 
submission reflected a decrease in total assets and liabilities 
of $79,783. This fact was investigated and it was determined 
that events subsequent to the issuing of the balance sheet 
for 1967 (Schedule B, 1) have caused the aforementioned 
decrease in assets and liabilities. The recording of these 
subsequent events on the books and records was reviewed and 
determined to be appropriate. No acception is taken in this 
review to the balance sheet presentation in the plaintiff's 
accounting submission. 


- 20 - 


% 
i 


LA 83-255 


p 
VIII. Comparative years 1965 and 1966 


“The plaintiff's accounting submission included a 
balance sheet and income statement Жос the years 1965 and 
1966 plus total sales figures for the years 1962 - 1964. 

These prior year figures were provided for comparative 

purposes only. Іп view of this fact and since no information 
was obtained in the review year which would indicate any 
additional problem areas, a very limited review of the figures 
was undertaken. The review of the books and records determined 
that accounting principals seemed to be consistently applied 
from year to year. The figure submitted on the plaintiff's 
accounting submission seemed to be properly derived from the 
plaintiff's books. For the purpose of this report, the plaintiff's 
general and administrative expenses for 1965 and 1966 were 
allocated on a cost of sales basis in order to be consistent 
with the theory applied in Part III of this report, for the 
review year. Тһе С & A expenses for 1965 - 1966 allocated on 

a cost of sale basis per FBI review, follows: 


G&A Expenses 


1966 Total Renegotiable Non-renegotiable, 
| Business Business Business 
a. Officers' Salarits b4 
b. Other Office Sali ries 
c. Other 
d. Percentage of Salss 
@ 
1965 = - 
a. Officers! Salaries 
b. Other Office Salaries 
c. Other 
d. Percentage of Sales 
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IX. Specific Questions requested 57 Jeo be ae 


resolved in the Accounting Investigation 
hired Ьу the Department as an Economic? 
and Accounting Expert in this case, requested certain questions 
resolved by Los Angeles in the ac stigation. The 


questions originally submitted by e Department 
have been modified in ‘subsequent discussions РЕ 
by Los Angeles. The questions answered in re 
considered the are concern to 

Six questions from ere presente ігессіу to the 


Plaintiff for answering. ) aining 

Departmental approval from AUSA The 

plaintiff's response to these questions is inclu ed in this 
section of the report. i 


Question: Relative to the transfer of $500,000 of revenue from 
1967 to 1966, what was the justification for the 
increase in the fees of 1966? 


Answer: The scope of work under contract DAJB-1167-C-0001 
' was increased by the government. Modification 
Number А-011 to contract DAJB-1167-C-0001 dated 
June 4, 1967 sets out the Қалы increase іп 
work. ; 
Question: Who authorized the fee РРР in Contract 
DAJB-1167-C-0001 and what was his position? 


Answer: ALGER E. HOGEMAN, LTC, CMC, authorized the fee 
increase. ` HOGERMAN was the contracting officer. 
ІС was approved, by the commanding general, United 
States Army, ры 


Question: What is the $13,066,671 of engineering expense? 


Answer: The above amount was labeled engineering expense by 
the Western Regional Renegotiation Board. A more. 
correct title would have been procurement of 
Engineering Supplies. The $13,066,671 was a direct 
cost by the plaintiff for the procurement of 
engineering supplies called for іп the different 
government contracts. 
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Question: 


Answer: 


ж 


What is the nature of the responsibility for СЕМ 
апа. СЕР? 


When the U.S. Government furnished the plaintiff 
property and material, the responsibility for those 
items was stated in a specific contract between 
the two parties. The contents of the contracts 
xeviewed appear to be standardized. The contracts 
stated that title to all property furnished by the 
Government shall remain in the Government. The 
plaintiff shall not be liable for any loss of or 
damage to the Government property except that the 
plaintiff shall be responsible for any such loss 
ос damage (including expenses incidental thereto) 
which results from willful misconduct or lack of 
good faith on the part of the plaintiff. In the 
review year the plaintiff was responsible for the 


operative maintenance and custody of Government owned 


property valued in excess of $650,000,000. 


223 = 


PACIFIC ARCHITECTS AND ENGINEERS INCORPORATED COO South Коуз Boulevard, Los faces, Саона 90005 / (213) 3815731 / Coble PACARCHS / Telex 617292 
_ Li 
Maxch 30, 1977 | 
um кп = Investigation 
| ' 11000 Wilshire Boulevard М 
Қ Suite 17 ; 
Los Angeles, California 90024 
Subject: "Pacific Architects and Engineers Incorporated 
Renegotíation Proceedings ; 
1967 | 
2 
Ref: Questions Presented wj à ‘ 
. р " : uH) . 
Dear Sir: ' 
р АХ 
En Question 


1. A. Wexe any of the contracts guaranteed 22 the pledging of 
resources other than those of the firm? ; 


I B. Was the credit of the owner used during 1967 7 
C. What was the owner's пахі risk exposure ? 
Answer 


1. А. There was no such guarantee of any of the contracts. 

However, funds were borrowed to provide vorking capital 

for the perforcance of the contracts. Аз a prerequisite 

to providing the company a line of credit, the Bank of , 

Axcxíca required that Mr. and Mrs, Edward A. Shay sign 

Е a continuing guarantee which during pare of 1967 amounted 
to $10,000,000, ' 


B. The credit of the owner was used during 1967 whenever the 
company borrowed from the Bank of Averíca. 
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Page Two (07 


.. Answer - Continued 2 


1. С. The maximum amount borrowed at any one time from the Bank 
of America during 1967 was $1,845,335. This amount reflects 
working capital loans and docs not include commitments mado 
by the Bank of America for Letters of Credit issued to 
vendors for materials, equipment, etc., purchased under the 
various contracts. | 


Question 
EI шә ! LI 
E d 
2. us &For the period in question, how were the government and non- 
"£overnment business activities (assets and revenues) separated 7 


LS 


i n 


Answer ‚ 


2. There was по separation of assets between government. and non- 
governament business activities. Revenues were recorded on a 
contract basis and were xeadily separated between government 
and non-government. For the year 1967, government generated 
revenue equated to 99.92% of total revenue. 

\ . 


| \ 


Question h | ; 
in 
3. What vas the extent of subcontracting 7 т 
Q ; 
Answer Ux Y я 
| 3. The utilization of subcontractors was minimal during 19671 All 
sub-contracts required prior approval of the Cort racting Officer. 
- The fiscal records do not reflect the dollar volume of sub- 
' contracting, 
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Page Three d 


° Question 
' E 4. Why the case in equipment xental duríng 
: 1967 t z ' b4 
È š i 
Answer | 
E 4. The increase ín equipment rental із directly related 


s to the Government's inability to supply through 
: government channels equipment required in performance 
rz 9E, of the contracts under an escalating work load. 
5 Such equipment was to bo provided by the governsent 
under the contracts. In the interest of effecting 
: | dollar savings, Pacific Architects and Engineers 
ve Incorporated requested authority from the Government 
a to purchase needed equipment rather than utilize rented 
J equipment. from other sources. Approval was received 
к during 1967 to procure certain automotive equipment. ç 
жле and two Caribou aircraft for utilization under the 
; contracts. The cost of these items were amortized over 
УА . а period of twelve months. The requirement for rental 
"d of equipment existed until such time as purchased i 
: equipment. was received but rental costs still renaincd 
high, 


Question 


— man жет - я Co | e - = in ыы max ash. E жы: - жыласты» o چپ س‎ ғ» Е Зея er Ro Aes n sp umn. (С ықш s "W. 


fo Pa 5. A. What was the nature of the associated companies and š 
wholly. owned subsidiary companics 2 . 


В. What type of transactions took place with the parent. 
company ? 
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PACIFIC ARCHITECTS AND ENGINEERS INCORPORATED : 


Page Four 
Answer 
5. A&B Pacific Architects and Engineers, Inc., had two subsidiary | 


companies and one assodated company during 1967. The 
subsidiaries were Kandano Corporation and Manneng (Thailand) 
Co., Ltd. The associated company was Manneng Corporation, 


The Kandano Corporation was а 9. 5. corporation which owned 
the office building in Tokyo occupied by Pacific Architects . > 
and Engineers, Inc. Kandano Corporation was merece into : 


the parent company during 1967... yy, S. tnt 
ЖАҚ» š : Мо he 
Manneng (Thailand) Co., Ltd., was a wholly owned Thai t Dana aa T 
Corporation which performed engineering and well drilling | а 
services for local clients іп Thailand. It, additionally, АЕ 
owned а leaschold on vacant land in Bangkok, | Thailand, AN 
It had no business Шарын wash РДЕ. станцасы ° ode rad SE ay 
_ Manneng Corporation was a | V.S. РОР ТА which owned and ae FM 


Question 


. 6. 


operated real estate in Okinawa, mainly housing for rental 

to U.S. Government military and civilian personnel. Manneng Сә sa 
acquired 177 acres of land in Northern California іп 1967. Se ss 
Additionally, Manneng Corporation was under contract.to f 
Meadowgold Dairies to construct two milk plants in Vietnan. MS 
The plants were to produce milk and dairy products for the LE a 
U. S. Forces іп Vietnam. Pacific Architects and Engineers: / ae "e 


. 


Inc., had designed the plants for Manneng for a fcc. : ` ds oe 
Intercompany loans were.made from Pacific Architects and Ee d 

Engineers Inc., to Manneng (Thaíland) Co., Ltd., and { bou 
Manneng Corporation. Kia So I 


. 
` 


What was the total рау to Mr. Edward Shay, including bonuses 
or deferred compensation (during the period in question) ? 
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Page Five 


Answer E. 


i 6. Mr. Shay's total compensation for the year 1967 was 
salary of $100,000 and use of company owned staff 
quarters in Tokyo. The dollar value of the staff 
quarters amounted to $16,000. The rental value was 
concurred in by the Internal Revenue Service. 


‘Very truly yours, 
`. ERS XNCORPORATED Г 
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SCHEDULE А 


PACIFIC ARCHITECTS AND ENGINEERS, INC. 
STATEMENT OF INCOME ' 


YEAR ENDED DECEMBER 31, 1967 


(Per Books) 


Contract Revenues and 
Earned Fees 


Direct Contract Cost 


General and Administrative 
Expenses 
Operating Profit 


Other Income: 
Share of Joint 
Ventures Net Income 
Interest and Dividends 
Miscellaneous 


Income Before Income Taxes 


230 = 


b4 


‚с. ASSETS 


Corrent дн 
" Cash (including a: іс(ед as 
to withérawal ^ apes 
0. $. Treasury bonds and commercial notes 
(at cost which eporovimates market) 
Marketedie securities. 
‚ Cepproximate pared кое $) 
Accounts receive = — 
Controct billings (Note 9) 


vac Unsudmitted contract bini ng 
amounts retain Notes 1 and 9) 
“Employee ecvarnces| and other 
Associated companies 
Amortizadle equipment (Note 2) 
Reecivadle from joint ventures (Note 3) 


Toul current assets 


Property and equipment, at cost 
Fess accumulated cepreciation “| 
(Notes 4 and 6) 


Other assets: i 
Reecivedle from stockholder 
Investments іл end afvenecs to associated 
Companits, at cost or less 
Investment іл wholly-owned subsidiary company, 
at cost e 


“ D 


. SCHEDULE B | 


PACIFIC ARCHITECTS & ENGINEERS, INC, 


DECENBER 31, 1961 


LIADILITIES AND STOCKHOLDER'S EQUITY 


7 Current Habbities: . b4 
Bank loans payadle, 6.5% (Note $) 
Bank overdrafts te 4 
Accounts payable end accrued expenses А Ë 
oe payrolls, vacation pay and payroll 
axes 
Employee repatriation travel deposits ; 
withheld 
Income taxes payeble (Note $) 
Total current abilities 


Mortgage loans payable (Note $) 


Accumulated retirement allowances (Note 7) 


. Stockholeer's equity: 
Capite) stock > 
Authorized = 169 shares, no par valve 


Issued and outstanding = $0 shares (Note $) 
Retained carnings 


Constingencles (Note 9) 


, 


aw ` ^" ғ 4 | 
. Ф с. @ i | 
Š; td 
W$IxI#IT carnes n ines i SCHEDULE В. | d EL 5 
Е. PART II | 
2 г | PACIFn. ARCHITECTS ¢ ND LNGINEERS INCUNPORATED 1 
STATEMENT Ot: ASSETS AND LIABILITIES | | 
: AS OF JANUARY LAND ӨССЕМШЕН 31, 1967 | | 
! I January 1 December 31 Eod 
а. Assets "n : b4 
ә. Cash š б, i 
: b. Marketable Securities lat cost) . Í | 
А с. Notes Receivable E i 

d. Accounts Receivable 
“ е, Inventories "| 
f. Prepaid Expenses | 
9. Other Current Assets ; | 

1. U.S. Treasury Bonds z: 
, 2. Amortizable Equipment 
: . 3. Due from Joint Ventures | | 
Total Current Assets 
' h. Land А 
E L Buildings ‚ 4 
Š Less Dopreciation 


j. Machinery and Equipment 
+ Less Depreciation 


' Net Property | 
К. Other Fixed Assets er | 
; + 1. Real Estate Held for Resate A 


„ 2. Investments in Subsidiary Companies 
L Total Fixed Assets 


* 


m Total Assets 


2. Liabilities 
а, Notes Payable 
b. Accounts Payable 
с. Accrued Federal Income Taxes 
d. Accrucd Federal Payroll Taxes 
€. Other Accrued Taxes = , - MÀ 
f. Long-Term Әзім Due 
q. Other Current Liabilities | 
$. Bank Loon Payable 0 ' 
2. Donk Overdralis . 
3. Accrucd Expenses 


Vu 


. 
< wm j г 
t 


h. Total Current Liabilities 
£ Long-Term Debt . 
j. - Other Lizbilitigs 

1. Retirement Allowance ` 
K. Stockholders’ Equity 

1. Capitel Stock 

2. Capital Surplus 

3. Retained Earning: 


K Total Linbitites > ` 


xe 


SCHEDULE C 


PART I 
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i 
| 
| 
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1 


L Sales, Less Discounts, 
Returns & Allowances 


А. Prope Contracts 

В. Sudtorteacts 

C. Other 53105 

O. Total Net Sales 

8. Peccent of Distribution 


2. Cost of Goods Soldi. 


А. Materials 
Be Freight 
C. бис: Labor 
D. I7c:tect. Mfg. Expense 
£. Total Cost of 
Goods 55:4 
F, Petcent oí Sales 


3. Seiing & Advertising 
бәретзе Йй 

А. Sataries 

b. Commissions 

C. Branch Office Expense 

D. Other Selling Expense 

E. Advertsing Cazense 

F. Тоз Selling к 

АФ е єз Expense 
©. Percent of Sales 


&. General & Admin’steativ 
Expense 

А. Officers" Salaries 

B. Сия Office Salaries 

С, Omer 

D. Totat Generar X 
A€minsrrative Expense 

С. Рек of Sates 


5. Operating Profit 
se (Loss) 
Percent of Sales 


$. Other Incorae Aliowable 
Wholly or In Patt to 
Renegot;able Business 


7. Qer Deductions AUowa 
Whey or in Part to 
Renegetiaye Business 

$. Net Prozt fce 
Renezoriation 
Percent of Sales 


Per Plaintiff's Accounting Submission 


PACIFIC. ARCHITECTS AND ЕКСІМЕСЕ5 INCORPORATED 
STATEMENT OF PROFIT & LOSS 
FOR FISCAL YEAR ENDED DECEMBER 31, 1967 


Per FAI Review 


Е Е 


None None * 
Renegotiable  Renegotiable Total КеперопаМме  Renepotiable.» Тотар 
Business Business Business Business Business _ Business 7 
жылы ыы. о ae ee соле 
. Ts «бес Details of Report for 


Explanation of Oitferences 


Differences? 


Renegotiatie Renegotiazie 
fyusiness 


Business 
< 2 ла Д 


Non. 


В - 
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SCHEDULE C ' 


койма А ба”. Kim aa fione a NC > 


PART II 


D 


pri в, Mee иде 


2. 


3. 


s. 


5. 


6. 


7. 


% 
. 


П 


Sales, Less Discounts, 
Returns & Aliewances 

А. Prine Contract 

5. Sooconteects 

C. Слог Soles 

D. Total Net Sales 

E. Percent of Distribution 


Cost of Goods Soid 

А. Mateciais 

B. Freight 

C. Cirect Labor 

D. Iacwect Mig. Expense 
E. Total Cost of Goods 
F. Percent of Sales 


Seling & Advertising Expense 

А. Salaries 

8. Conimissions 

C. Braich Office Expense 

D. Ower Selling Eazoase 

£. Acvertisisg Exzense 

Tf. Toni Seling X 
Advertsing Éxoense 

G, Percent of Sales 


General & Adininisteative 

Expoase 2 

А. сес» 52137105 

5. Other Office Salaries 

С. Опе 

D. Yotal General K 
Administrative Expense 

Е. Percent of Sales 


Operation Profit оғ (Lost) 
Percent of Sales 


Other {соле АНохгме 
Wholly or in Part to - 
Renegotiadsie Business : 


Orter Deductions Allowable 
Wrolly or in Part to 
“Renegouadic Business 


Net Profit foe Renezgotiation 
Percent of 5М652007 


PACIFIC ARCHITECTS AND ENGINEERS INCORPORATED 
ANALYSIS OF RENEGOTIABLE BUSINESS 


FOR FISCAL YEAR ENDED DECEMBER 31, 1967 . 
Per Plaintiff's Accounting Submission Per ЕВЕ Review Ditferences* 
Total Total | Tota) 


1 
an 


Renegotiatle Cost Plus Рим Fixed Renegotiable Cost Plus Firm Fixed Renegotiabie Cost Piss Рип Ри 


u 


Business Fixed Fee Price Business Fixed Fee Price Business Fixes Бос Price 


“See Details of Report for 
Explanation of Differences 
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SCHEDULE D 


Allocation of G & A Expenses for 1967: 


1. C/G/S for Total Renegotiable Business (Schedule C „ Percent of С & A Expenses 
or total Business (Schedule to be allocated to enegotiable 


Business 


Officers Salaries 
Other Office Salaries 


Other. ` 
Total G & А per FBI rpne 2 
Review "(Schedule cf jpercent = fox "Renscotiable e 
Business per ЕВІ Review 


2. gus for Total Non-renegotiable Business (Schedule C) D Percent of G & A to be 
or Total Business (Schedule | allocated to Non-renegotiable 


Business 


Officers Salaries 
E ` Other Office Salaries 


Other : | 
Total G & A Expenses 


Total G & A per FBI 
Review (Schedule — for Non-renegotiable 
Business per,FBI Review 


b4 


b4 


ҺА 83-255 


3. SE for CPFF „ Percent of Total Renegotiable G & A Expenses 
or Total Renegotiable Business Allocated to CPFF. 


„з a m 


Officers Salaries 

Other Office Salaries . 
Other 

Total Renegotiable G & 

Expenses per FBI : Total CPFF G & A Expenses 

Review | | per FBI Review 


- 36%. 


4. ee for FFP | m Percent of Renegotiable С & A Expenses 
| or Total Renegotiable Business Allocated to FFP 


Officers Salaries 
Other Office Salaries 
Other 

Total Renegotiable 


G & A Expenses per FBI 
Е Expenses per FBI Review 


.b4 


b4 
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PRECEDENCE: . 


(This line for LEFT MARGIN.) 


TU OEE | e | @ 


TRANSMIT VIA: 


ва 


То: ADIC, Los Angeles" (83-255) 
From: Director, ЕВІ (83-2632) 


PACIFIC ARCHITECTS AND 
ENGINEERS, INC. 

VS. UNITED STATES 

COURT OF CLAIMS NO. 407-75 
RENEGOTIATION ACT - CIVIL 
OO: 105 ANGELES 


ReButelcal to Los Angeles, 5/12/77. 


Departmental Attorney = Сіуі1 
Division, Department of Justice, advised that the 


Government's accounting response is due 6/1/77, that the 
Department has hired an expert from Cornell University to 
assist in the preparation of this response, and that he 


is, to be in оп, D. C. to assist in this matt 
on 5/23/77. requested that Special Agent 
assist the Department in the preparation of this 


response and that he should.appear in her office at 10:00 a.m. 
on 5/23/71. 


Special Аден с уе requested to proceed to / 
Washington, D. С. on 5/23/77 to assist the Department іп bie 
this matter and that he should bring with him any work 
papers not in the possession of the Department. 


b6 
b7C 


(Do not type BEYOND THIS MARGIN.) 


мі 


(Do not type below this line.) 


A 
8 
6 
| 


ne - S BUTER (83-2 


63-27-43 


E> Los Angeles 5 уре e) zu SEARCHED — 
КА | INDEXED 
SERIALIZED 
OFFICE COPY. о 


x ® STATES DEPARTMENT OF JWTICE 


+= 
FEDERAL BUREAU OF, INVESTIGATION 
Los Angeles, California 
In Reply, Please Refer to July 28, 1977 
File No. ы 


PACIFIC ARCHITECTS & ENGINEERS, INC. 
VS. UNITED STATES COURT OF CLAIMS #407-75 
RENEGOTIATION ACT - CIVIL 


Between May 23 - 24, 1977, a meeting was conducted 


in Washington, D.C. concerning captioned matter. Present 
at this meetin perel a ера b6 
[rg Departmental Attorhe ыт 
overnment's Accounting expert, 1; | 
Agent, FBI. Discussions were held concerning the 
Government's accounting response to Pacific Architects 
and Engineers, Incorporated (PAE) Statement on Accounting ' 
dated September 23, 1976, pursuant to the Standard Pretrial 
Order on Accounting for Renegotiation Cases, in Court of 
Claims Cases 2407-75. 


. The Department decided to include the following ` 
significant adjustments in their accounting response: 


1. $500,000 in revenues received by PAE under 
CPFF contract DAJB - 1167-С-0001. _ 

2. $175,857 additional revenue relating to 
Other Income Allocable Wholly or in Part 
to Renegotiable Business. This amount 
represents $128,271 obtained from Price 
Waterhouse and Company (PW&C) Audit Work 
Papers for 1967 and 547,586 of Interest 
Revenue not included by PAE in their 
Accounting Submission. 


к 


This document contains neither recommendations nor conclusions 
DTO of the FBI. It is the property of the FBI and is loaned to 


< 
£j (es your agency; it and its contents are not to be distributed 
T оу E outside your agency. 


»! 
Су 
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PACIFIC ARCHITECTS & ENGINEERS, INC. 
VS. UNITED STATES COURT OF CLAIMS 2407-75 


3. Various adjustments to РАЕ"5 Balance Sheet 
to identify and segregate assets not used 
to generate renegotiable income. Cumulative 
effect being to increase PAE's Return on 
Investment for the review year. 


On June 23, 1977. __lVice President, b6 
PAE, requested а copy of adjustments obtained from PW&C's BIE 
1967. audit work papers, referred to in the Government's 
accounting response. Communication with 


he ri entra Attorney, pertaining to this request was 


held. agreed to make requested information 
available. 7, а copy of said schedules was 
delivered to PAE. 


Attached hereto is à copy of all material 


furnished to PAE on June 27, 1977. Also attached is a 
` summary copy of material provided, since xerox copy is 


of poor quality. 
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PACIFIC ARCHITECTS & ENGINEERS 


12/31/67 


SUMMARY OF ADJUSTMENTS AFFECTING 
INCOME WHICH WE PASSED OVER 


Adjustments would have 


Increased Decreased 
b4 
Income for the Year 


Expense item capitalized 
Unidentified exchange receipts 
Under accrual of employee expense 


Repatriation deposits - (illegible) 
Employees 


Expense portion & morgage payment 


Outstanding checks, probably voided - 
Maximum estimate 


Possible (illegible) of suspended items 
say 50% $170,746.42 


AMPAC - unidentified costs 
Overstatement of employee advances 
Unidentified receipts 

Dividend (illegible) not adjusted Жос 


Sundry unidentified receipts 
subsequently identified 


(illegible) stock 


Before Tax 
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TRANSMIT VIA: PRECEDENCE: CLASSIFICATION: 
f Teletype СО Immediate ‚ L3 TOP SECRET 
С) Facsimile СГ Priority C SECRET 


СІ) Routine (73 CONFIDENTIAL 
(QEFTO 
C) CLEAR 
7/28/77 


10: DIRECTOR, FBI (83-2632) 
FROM: ADIC, LOS ANGELES (83)255) (Px) (17) 
RE: PACIFIC ARCHITECTS & ENGINEERS, INC. 


VS. UNITED STATES COURT OF CLAIMS #407-75 
RENEGOTIATION ACT - CIVIL 
00: LOS ANGELES 


e Los Angeles report of sls з 


R 
dated 4/20/77. 


Enclosed for the the Bureau are four copies of an 
LHM with two attachments in captioned matter. 


For information of Washington Field, the 
Renegotiation Board determined that Pacific Architects Engineers, 
Inc. (PAE) utilized excess profits of $1,000,000 during its 
fiscal year ended: 12/31/67. At the direction of the Department 
of Justice, an accounting investigation was conducted by the 
Los Angeles Office. Los Angeles has completed the accounting 
investigation in this matter. ' Z 


LEADS 
WASHINGTON FIELD 


AT WASHINGTON, D.C.: Will follow disposition of 
case through Ú. S. Court of Claims, Claims #407-75 


LOS ANGELES 


AT LOS AN 
information irom,WFO 


GELES, CALIFORNIA: Will upon receipt of 
miLt-etosLisg communication. ГАР 
= — (= > 

“ ТА ай 


2 - Bureau (Enc. 4) 
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TRANSMIT VIA: PRECEDENCE: CLASSIFICATION: 1 
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СЭЕЕТО | 

(7) CLEAR i 

[ 

Date — 8/3/78. 1 


TO: SAC, WASHINGTON FIELD 
FROM: SAC, LOS ANGELES (83-255) (18) (29 


RE: ‘PACIFIC ARCHITECTS AND ENGINEERS, INC., vs 
' UNITED STATES COURT OF CLAIMS #407-75 
RENEGOTIATION ACT - CIVIL 
OO:: Los Angeles 


Re Los Angeles airtel to the Bureau and WFO, dated 
7/28/77. 


Washington Field is requested to advise Los Angeles 
of disposition of captioned matter through United States Court 
of Claims, Claims Number 407-75. 


| SEARCHED —.. 
i 2 - Washington Field INDEXED 
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ve e | @ тео STATES GOVERNMENT 


дл memorandum 


T “PACIFIC ARCHITECTS AND ENGINEERS, INC. 
VS. UNITED STATES 

то. COURT OF CLAIMS NO. 407-75 
' RENEGOTIATION ACT - CIVIL 

(00:LA) 


TO: SAC, LOS ANGELES (83-255) (18) 

Re Los Angeles airtel to WFO dated 8/3/78. 

A check of the Docket of the Court of Claims 
determined that captioned matter is still pending before 
the Court of Claims. 

LEAD 
WASHINGTON FIELD 
AT WASHINGTON, D. C. Will follow disposition of 


case through U.S. Court. of Claims and report results to Los 
Angeles upon resolution. 


C22. Los Angeles 
1- WFO 


ALM:so 
(3) 


Buy U.S. Savings Bonds Regularly on the Payro ен 
— (REV. 7-76) 
GSAFPMR (41 CFR) 101-11.6 
5010-112 


FD-263 (Беу. 7-15-75) 


„FEDERAL BUREAU OF INVESTIGATION. == 


چ 
REPORTING OFFICE и OFFICE OF ORIGIN DAYE ео ТҮТТҮ‏ 
WASHINGTON FIELD LOS ANGELES 1/23/79 1/18/79‏ 


à REPORT MADE BY TYPED ӘУ 


“TITLE OF CASE 


PACIFIC ARCHITECTS & ENGINEERS, Inc.| se| | | so >. 
VS UNITED STATES CHARACTER OF CASE | 4 
COURT ОР CLAIMS МО. 407-75 


RENEGOTIATION ACT - CIVIL 


REFERENCE: WFO letter to Los Angeles dated 8/15/78. 
- RUC - 
ADMINISTRATIVE 


A copy of this report is designated for the Los Angeles 
Division to complete its file on this investigation which was 
conducted by that office. The Court of Claims entered an order 
on 1/12/79, based on a stipulated settlement entered into between 
the parties, against plaintiff and in favor of the United States 
for Fiscal Year ended 12/31/67 for $550,000, subject to applicable 
tax credit for Federal Income taxes. 


"ACCOMPLISHMENTS CLAIMED £3 NONE 


a^ faded iac. 
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con vic.lbiVERSIONIFUG. FINES SAVINGS — 


m PENDING OVER ONE YEAR єз (мо 
PENDING PROSECUTION I ; 
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pu SPECIAL AGENT DO NOT WRITE IN SPACES BELOW 


IN CHARGE 


2- Bureau (83-2632) | Е 8 | 
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з Angeles (83-255) 
l- WFO (46-10616) 


ACQUIT- [слое HAS SEEN: 
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| Dissemination Record of Attached Report ü 
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AT LOS ANGELES, CALIFORNIA. Submit FD-515. 
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Copy to: 

Report of: 

Date: 

Field Office File #: 


Title: 
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Character: 
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UNITED STATES DEPARTMENT OF JUSTICE ad 
FEDERAL BUREAU OF INVESTIGATION 


scl n Office, Washington, D. C. 
1/ 


46-10616 Bureau File #; 83-2632 
PACIFIC ARCHITECTS & ENGINEERS, INC. 


VS UNITED STATES 
COURT OF CLAIMS NO. 407-75 


RENEGOTIATION ACT — CIVIL 


Synopsis: Pacific Architects & Engineers, Inc., filed suit in U.S. Court 
of Claims seeking a review of the Renegotiation Board's order 
of 8/27/75, that Pacific Architects & Engineers realized 
excessive profits of $1,000,000 during its Fiscal Year ended 


12/31/67. 


On 1/12/79, the U.S. Court of Claims entered anm 


order, based on a stipulated settlement entered into between 
the parties, against the plaintiff and in favor of the United 
States for $550,000.00 for Fiscal Year ended 12/31/87, subject 
to applicable tax credit for Federal Income Taxes. 


DETAILS: 


= RUC = 
AT WASHINGTON, D. C. 
Pacific Architects & Engineers, Inc., filed suit 


in United States Court of Claims seeking a review of the 
Renegotiation Board's order of August 27, 1975, that Pacific 
Architects & Engineers, Inc. realized excessive profits of 
$1,000,000 during its Fiscal Year ended December 31, 1967. 
On January 12, 1979, the United States Court of Claims 
entered an order, based on а stipulated settlement entered 
into between the parties, against the plaintiff and in favor 
of the United States for $550,000.00 for Fiscal Year ended 
December 31, 1967, subject' to applicable tax credit for 
Federal Income Taxes. 


% 


1% 


This document contains neither recommendations nor conclusions of the FBI, Tt is the property of the FBI and is loaned to your agency; it and its contents 
are not to be distributed outside your agency. 
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FD-515 (Rev. 6-29-78) 9 Ф 
STATISTICS LETTER 


TO: DIRECTOR, FBI > [ 83 | 2632 . 
. Bureau File Number 


FROM: SAC, LOS ANGELES [^83 [ * 255 | 
(Qo) Ac 


SUBJECT: PACIFIC ARCHITECTS AND ENGINEERS, INC. 
VS. UNITED STATES 
COURT OF CLAIMS NUMBER 407-75 
RENEGOTIATION ACT - CIVIL 
00: Los Angeles 


PRELIMINARY JUDICIAL PROCESS 
(No. of Subjects) ; 


ARRESTS / LOCATES | SUMMONS (No. of Subjects) 
FUGITIVE PRIORITY 


a ___ Complaint 

a a Information 

— True Bill 

— No Bill 1. — 2. — 3.  — = FBI Arrests 
4... Б. 6. — - FBI Locates 
7..... Criminal Summons 


В. FINAL JUDICIAL PROCESS (No. of Subjects) 


RECOVERY AND LOSS PREVENTED 


Pretrial Diversion 
Dismissal 


—— Acquittal 


1. Recovery ‚$. 
MON 2. Potential Economic , 
Conviction-Misdemeanor Loss Prevented $ 


— No. of Counts 
Conviction-Felony 
— No. of Counts 


CIVIL MATTERS 


Government Defendant 


С. SENTENCES (мо. of Subjects) 


1. Amount of Suit 


. 2. Settlement or Award 
2 ә Confinement 


1 
2. —— Probation 
3... Suspended 
4 

5 


Government Plaintiff 


— Fine 


. 3. Amount of Suit ' $  ——— 
. $ Amount of Fine 


4. Settlement or Award 


REMARKS: 


Pacific Architects and Engineer filed suit іп U.S. Court of 

Claims, seekimg review of Renegotiation Board's order оҒ 8/27/75, 
. that Pacific Architects and Engineer realized excess profits of зе 
` $1,000,000 during FYE 12/31/67. Оп 1/12/79, the U.S. Court of и, 
Claims entered an order, based on а stipulated settlment ween! 4 

the parties, in favor of the United States for $550,000. 25 
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2 
0... STATES GOVERNMENT 


— 9 memorandum 


"ATING?: SAC, LOS ANGELES (83-255) (с) 
yo / 1. 
sussect: PACIFIC ARCHITECTS AND ENGINEER INC. 
VS. UNITED STATES 
COURT OF CLAIMS NUMBER 407-75 
to: RENEGOTIATION ACT - CIVIL 
00: Los Angeles 


To: DIRECTOR, FBI (83-2632) 


Re Washington Field report of sc[ | |] b6 
[ Јаасеа 1/23/79. b7C 


Referenced report indicated Court of Claims 
entered an order on 1/12/79, based on stipulated settle- 
ment entered into between the parties in favor of the 
United States, for Fiscal Year ended 12/31/67 for $550, 
000.00, subject to applicable tax credit for Federal 
Income Taxes. 


FD-515 submitted. 
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reimbursed by U.S. Government. (The 12/31/67 a 


5 "Amortizable Equipment.") Was any of the 
expensed? 1% should be а receivable, not a 
epreciable asset. I 


23. The income statement of 1967 of this accounting 
submission does not coincide with the Price-Waterhouse: 


audited statement (Exhibit D ple, Price-Waterhouse 
shows earnings before ‘tax of whereas the accountin: b4 
submission shows net profit o (for total businasg). 


А reconciliation is needed. ` 
15. What was the "risk exposure"? 


15. What was the risk of loss for СЕМ and GFE? 


99-255 -43 
SEARCHED ... 
INDEXED 


SERIALIZED $ 
& 


FILED 


1. Were any of the contracts guaranteed by the pledging of 
resources other than those of the firm? Was the credit of 
the owner used during the period in question? What was the 
owner's maximum risk exposure? 


2. Were the assets of the firm significantly overstated or 
understated at any time? 


3. Are the government and non-government business activities 
(assets and revenues) suitably separated? Were there any 
non-reimbursable costs? . 


h. What is the nature of the "associated companies" and 
"wholly-owned subsidiary companies?" Do they have transactions 
with their parent? What is their nature? "E 


Y 


5. What is the total pay to Mr. Edward Shay, including bonus 
and deferred compensation? 


6. What is the nature of the accountability (responsibility) 
for СЕМ and СЕР? What would the contractor have to pay for 
losses? What is the amount of potential loss, if any? 


7. What was the extent of subcontracting? 


8. Relative to the transfer of $500,000 of revenues from 
1967 to 1966, what was the justification for the increase 

in the fees of 1966? Where the 85002000 is subtracted to 
obtain an after tax income, should not the amount be $500,000 
(1 - t) where t is the marginal tax rate? [See plaintiff's 
accounting submission] 


8. Earnings in Exhibits C and D are different. [See plaintiff's 
accounting submission] 


9. ` ` dden increase in equipment rental during 1967 
to 2 See the P-W Report*for 1967. Was this an 
armfs length transaction? жр, \woeknose 


10. Accounting submission, exhibit E--Section Қ. There was an 
increase in fees of $1,028,000 for additional effort expended 


but total costs (in fee increase) only increased 
about $3,000,000 ор Who authorized the fee 
increase (i.e., what was the person's position) 

22. What is the $13,066,671 of engineering expense [accounting 
submission, exhibit P, schedule B, part 2]? Іп view of the 
fact that this is an engineering firm, this should be explained. 


12. Note 2 of P's 1967 Report indicates purchased equipment of 
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Copy to: 1 ~ USA, Los Angeles 

Report of: Ecc Office: Los Angeles, California... 

Date: 

Field Office File 2: 46 -9393 Bureau File # Дб -56489 

Tie: | BIC 
WALTER WOLFE BAUER; 


Pacific Architects and Engineers, 
Los Angeles, California 


Character: FALSE CLAIMS - CIVIL 
Synopsis: No further instructions гесезуей by USA, Los Angeles 
from US. Department of Justice in this matter. 
- P* - 
DETAILS: 
e 18, 1973, Assistant United States Attorney 
Civil Division, U.S. Attorney's Office, b6 
Los Ángeles, California, advised no further instructions bic 


have been received from. the Department of Justice in response 
to his request to them. He continued this matter will 
continue to be held in abeyance pending a Departmental 
decision. 


-1%- 


This document contains neither recommendations nor conclusions of the FBI. It is the property of the FBI and is loanéd to your agency; it and its contents 
are not to be distributed outside your agency. 


U, 5, GOVERNMENT PRINTING OFFICE: 1970 О - 406-840 
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LA 46-9393 


LEAD 


LOS ANGELES 
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Departmental Attorney — — — [civil be 


Division, Department of Justice, advised that the 
Government's accounting response is due 6/1/77, that the 
Department has hired an expert from Cornell University to 
assist in the preparation of this response, and that he 


is. to be i ington, D. C. to assist in this matt 
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assist the Department in the preparation of this Z 
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RCHITECTS AND ENGINEERS , INC. 
38, California EE 


ЕЕ: nvestigator, b6 
CID, Fort McArthur, advised SA pru b7C 
10/9/67, regarding a matter referred to СТО by b7D 


к Legal Council, for the Defense Contrac 
Services, Los Angeles Region., ооо 
а бе i 


b6 


which alleged bic 
b7D 


REC 30 
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ә 99. Kc "boi sar. 
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LA 46-9393 
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| 67, а preliminary discussion was held with 
AUSA, Los Angeles, who advised that the b6 
Matter which appeared to have prosecutive merit if allegations b7C 


are verified and of the opinion that matter warranted an 
investigation. 


Investigation continuing. 
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7 41 | 
PACIFIC ARCHITECTS AND ENGINEERS, pr | FAG 207 Ч р: 
INCORPORATED, NO] 2- as EG 


Los Angeles, California 


REFERENCE: Los Angeles letter to Bureau dated 10/17/67. 
p. - P - 


| LEADS I 
| - 
AT KENT, OHIO: Will contact the Davie Compressor 

Company for the purpose of identifying a 
Co by the name of who allegedly handled the b6 

inspections of items sold by them to Pacific Architects and b7C 
Engineers, Incorporated (PA and E). Thereafter interview of P 
mM determine what basis he used for the inspection С 

of items purchased (whether the requests for quotation order eM 
or purchase order was the basi and if such conversations 

took place between him and 

ACCOMPLISHMENTS CLAIMED None ACQUIT- 


convie |auro.| rue. | emes | | savincs | Recoveries | TALS 


| PENDING OVER ONE YEAR [_]YES (no 
| PENDING PROSECUTION 
| ñ OVER SIX MONTHS \үЕѕ [мо 
1 7 
Q 


À A SPECIAL AGENT DO NOT WRITE IN SPACES BELOW 


IN CHARGE 


CLEVELAND 


CASE HAS BEEN: 


Bureau(46 - 59 484) 
USA, Los Angeles 
CID, Fort Mc Arthur 
Cleveland 

Phoenix 


— cede | 
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12 ВЕС 22 1967 
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LA 46-9393 


lL] PA ana в, 1 S O 


PHOENIX 


AT PHOENIX, ARIZONA: Will conduct credit and 
criminal check on EDWARD KELLY, now a contractor specialist 
with Defense Contract Administration Services, Phoenix District. 
Interview of KELLY is being held in abeyance in view of fact 
investigation may subsequently involve KELLY as a subject. 


LOS ANGELES 


ives were for International Harvester Company, Ford Company, 
and Chrysler Company, that delt with PA and E, Los Angeles. 


AT LONG BEACH, CALIFORNIA: Will interview | 
ee, s 
1 18 Bavion and particularly the info ion re- 
garding charter brokers proposed by or 
others of PA and E, Los Angeles, on e AMPAC contract. 


AT LOS ANGELES, CALIFORNIA: (1) Will contact the 
management of Ralph М, р f West 7th, and 


determine reputation of fomer[ — —] 
for that company. Determine his reason for being 


erminated and any other background information which would 
reflect on his character reputation, ectera, 


(2) Will contact Attorney[ |  ]regai 
Counsel for Defense Contract Administration Services, Los 
Angeles Region, and thro i e a dit and inspection 
of all transactions to determine if 
there were indications of deficiencies in equipment and 
material purchased by PA and E Yn performance of their contract 
in Vietnam, It is noted that Défense Contract Administration 
Services, Los Angeles Region (SCASR-LA) is holding in abeyance 
an inspection report that had just been completed regarding 
РА and E which reflects а favorable performance on the part 
of РА and E thus far. А copy of this inspection report 
should be obtained. 
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i - CID, Fort Me Arthur 


Report of: w—r Office Los Angeles, California 
Date: ы > 


Сору to: 


Field Office File #: 46-9393 Bureau File d: 206 обо) 
Titles 
Character — PACIFIC ARCHITECTS & ENGINEERS, 


INCORPORATED, 
| Los Angeles, California 
—Symopsis: 


Character; FRAUD AGAINST THE GOVERNMENT 


Synopsis: L___ стр, Fort Me 


office received information from 


Legal Counsel for the Defense Contrac ministration 
Services, Los Angeles Region, regarding captioned 


individuals. геоесабей allegations made b 


the results of 


taped interview he held with ich alleged 


On 10/10 iminary discussion with AUSA 
| E СР. іы Werrand сес investiga ion, 
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DETATLS: 


This investigation is predicated upon receipt of 
information received on October 6, 1967, and October 9, 1967, 


| criminal investigator, Criminal b6 
Me Arthur, California, b7C 

arding the b7D 

b6 

b7C 

b7D 


E the matters in 
question which w end to indicate а possible fraud 
against the Government, 


ised that o [| Jre inter- b6 
viewed and made а tape recording of the BIC 
statement and interview of which he would make avail- b7D 


able to the FBI. adivsed that 
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LA 46-9393 


b6 
b7C 
b7D 


On October 9, 1967, гаі the tape BS 
which was played in presence ОҒ SA Bie 

The £ fing i ion was gathered from the | 
interview of based on listening to the b6 
tape and upon reviewing a transcript of the tape on October 31, BIE 


1957. 


made the 
following allegations: 


LA 46-9393 


b7C 
b7D 


The following is a copy of the t cript of the 
interview ой f bs 
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67, Investigator] | 


and Administrative Contracting Officer at the 


Office of Defense Contract Administration Services, Ios 
Angeles Region. At that meeting indicated 


they were desireous_of making available the contents of the 


tape interview of available to their command in 
Vietnam in order that a close surveillance of the contract 
handled by PA and E could be made to insure that no future 


pu е а fall within the allegations made 
by was advised that this would in no 
way interfere with the investigation to be conducted by the 


4 FBI and any information developed which would support the 


allegations should be furnished to the ЕБІ, Іов Angeles. 


On October 18, 1967, [aa AS- 
made available a copy of contract number DAJB-1107-C-OOO1, 


dated July 1, 1956, designating the United States Army Pro 
curement Agency, Vietnam, First-Logisitgal Command, as the 


LA, 


issuing agency and that the contract was awarded to Pacific 
Architects and Engineers, Incorporated, on a cost olus fixed 


fee basis, 


A preliminary review of this contract reflects 
that the scope of work involved іп as follows: 


The contractor shall provide the management and 


personnel for operating and maintaining the physical facilities 
&nd utilities of the United States Army, Vietnam, its assigned 


and attached units; military assistance command, Vietnam; 
free world forces; United States Navy and Coast Guard; and 
Special Forces located within the Republic of Vietnam to 


include the Delta area as designated by the contracting officers. 


The total estimation cost enclusive of fees, was estimated 


at $101, 383,690.00. 


On October 10, 1967, a preliminar iscussi a 
held with Assistant United States ии 
Los Angeles, who advised that the matter WITE ppears to 


have prosecutive merit if allegations are verified and of 
opinion that matter warranted an investigation, 
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On November 9, 1967, November 28, 1967, and December 13, 
1967, contact was maintained with Criminal 
Investigator, CID, for any additional information deveioped 


through Defense Contract Administration Services, Los Angeles 


— and for 200 additional contacts he E have had with 


were made to contact 
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: T M STATES DEPARTMENT OF ree 


FEDERAL BUREAU OF INVESTIGATION 


Сорую: 1 ~ USA, Los Angeles 


Report of T E — — —— Office: CLEVELAND "s 
Date: 2 / 


Field Office File #: 46-343} Bureau File x: 16-56489 
Title: 


Somme PACIFIC ARCHITECT D ENGINEERS, 
INCORPORATED, 
Los Angeles, California 


Character: FRAUD AGAINST THE GOVERNMENT 


Synopsis: 


| | b6 
stationed at Davey Compressor Company, Kent, То, states b7C 


his basis for inspection of items sold to Pacific 
Architects and Engineers (PA&E), Los Angeles, California, 
is the contractors specifications and his personal 
observation of the item. Мо compressor air tubes were 
purchased from Davey Compressor, but recalls 
telephone conversation with official of PA&E who informed 
him that his inspection of items purchased would be made 
on basis of request for quotation or purchase order. 


- RUC - 
DETAILS : 


ing investigation was conducted by 
SA at Kent, Ohio, on February 7, 1968: b6 


b7C 
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following information: 


He has personally handled the inspection of items 
sold by Davey Compressor Company to Pacific Architects and 
Engineers, Inc., Los Angeles, California, however, he is 
certain that compressor air tubes have been sold. According 
to his file concerning Contract ЖӘАӘВ 1167-0001, the following 
items have been sold to Pacific Architects and Engineers; 


1. Under Purchase Order #509, dated September 12, 
1967, five trucks (described as shop equipment - Davey field 
service unit) were sold at а contract price of $77,065.00. 


2. Under Purchase Order #1510, dated june 21, 
1967, six Davey welding shop trailers were sold at a contract 
price of $29,700.00. 


. Under Purchase Order #1512, dated December 15, 
1967, Ford Motel T-800 truck chasis was ordered; however, 
this item has not been shipped to date. 


4. Under Purchase Order #1513, dated November 29, 
1967, four flat bed square nose trailers were ordered at. a 
contract price of $140,748.00. ‘These items меге shipped about 
two weeks ago. ; 


ъъ“ that he recalls having a re 
telephone con юл with an official of Pacific Architects mie 
end Engineers during September or October, 1967; however, 

he is not certain as to the identity of the officiel he 

Spoke with. He said, however, that during the conversation 

he advised that he wanted to observe any equipment in 

operation before he made a purchase. He was advised by the 

unknown official that his Inspections of equipment would be 


с 2/7/68 Kent, Ohio 


| „g Cleveland 46-3434 


F 
3 | b6 
Бу. SA mis 2. Date dictated_ 2/8/68 b7C 
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made on the basis of а purchase order or request for 
duotation ond if he aid not agree vith this method, 

he should contact on official of Bevense Contract 
AóGninistrotion Service in Los Angeles. He inforrod the 


un:aoun caller t 2 is J not contact anyone. Later 
the sanc day, ә, or Defense Contract b6 
Administration Service, 5 Angeles, telephonically 7С 


contacted hin concerning the inspection of equipment. 

He advised poo ee he felt that he should personally 
observe ‘the 5 in а running condition before he 
nade a purchase ru thereoitor, he was advised by 


his supervisor,| | Cleveland, Ohio, thet his 
purchase of equignens should be га ds on the basis of a 
purchase order. [_ added that regardless of 


insuructions received, he hos personally observed оусху 
piece of equipnent shipped to Pacific firchitects опа 
LOSINeCCrs. 


2  |Jaaqea that he was unable to furnish 


any additional information in connection with this natter. 
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Бе Bureau 01- form returned 1/29/68, indicat- 
ing. report would be submitted by 2/12/68. 
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FAG 


№: 


e WOLFE BOWER 5 
апа | Inc., Los Angeles, 
California 


ой ( - >; ` 
; ЖР” 
Title is being marked changed to add additional subject of 2 
1/ М. WOLFE BOWER, who is alleged to have paid kickbacks to 


A employees of Pacific Architects and Engineers, Inc., Los Angeles. 2 


REFERENCES: Report of 54| jdatea 12/19/67, at uem 


| Los Angeles. 


: : Report of 54| ]aatea 2/12/68, at 


Cleveland. w 
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PENDING OVER ONE YEAR [ ]v&s мо 
PENDING PROSECUTION 
OVER SIX MON THS Г] у=з Cno 
U 


NX N 
SPECIAL AGENT 
APPROVED AM IN CHARGE 


COPIES MADE: "m 
- Bureau (46-56489) 

- USA, Los Angeles 

- CID, Fort Mac Arthur 
- бап Francisco 

- Los Angeles (46-9393) 


"e 


' “<. 85 


Dissemination Record of Attached Report 
Agency |. DSA Pec AMO | 


How Fwd. 


e б 


LA 46-9393 
LEADS 


SAN FRANCISCO 


AT 


b6 
b7C 
b7D 


AT LOS ANGELES, CALIFORNIA: (WAI 
interview b6 


b7C 
(2) will follow closely with CID and DCASR, b7D 

Los Angeles, for information requested, and identify, the 
location of persons named B] b6 
b7C 


(3) Will conduct appropriate investigation re 
the shipment of 2 bronco trucks from Ford Motor Company, 
via the "SS Evie w" : 


AT SAN PEDRO, CALIFORNIA, Will interview 
Captain W. WOLFE BOWER, San Pedro Navigation Company 
under oath regarding any kickbacks he may have paid 
employees of Pacific Architects and Engineers, Inc. 
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Title: | ` 


W. WOLFE BOWER; 
RW. асіГіс Architects and 
"Engineers, Inc. 
Los Angeles, California 
Syon | 
Character: FRAUD AGAINST THE GOVERNMENT 


Synopsis: _Investigation at termined e 
P iverunt = а в 753% 


operations for them in| ^ ^ Tas, | b7C 
L rated very good to excellent AE over all ав 
erlig e for rehire. Inquiry throughaEkH š 


Contract Administration Service Los Meeles Region 
(DCASR in Los Angeles), determined tE2t this contract 
is purportedly а fixed fee with the United States 
Government furnishing necessary equipment. Exact 
mechanical operation of the contract unknown by DCASR, 
Іс appears a request for equipment is made by Pacific 
Architects and Engineers, Inc., (РА & E) in Saigon, 
Vietnam, which request is approved by the United 
States Army. The specifications are then drawn by 
the Army and/or РА & Е in Saigon, and sent to Ios 
Angeles. Bids. аге let by РА & E, Los Angeles, with 
DCASR responsibility being servicing and inspection. 
It was determined inspections made on basis of purchase 
orders and requests for quotations as well as by 

. Specification. Persons responsible to furnish 

SBE EIS to DCASR inspectors unknown, if- such 


This document coatatns neither recommendations nor conclusions of the: FBI. It is the property of the FBI and is loaned to y 
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responsibility even exists.  DCASR, Los Angeles, 

presently endeavoring to ascertain complete mechanical 

operation of contract and its servici di 

areas of specific responsibility. 

determined to be residing 
interviewed and advised 

n technical equipment and heavy equipment, regarded. 


b6 
b"7C 


to be very conservative, getting the very most for the 
dollar and а person he believes compétent and honest. 
Sets forth information concerning the purchase of trucks 
from Ford Motor Company shipped by the San Pedro 


Navigation Company in which he heard.a kick-back was 
paid to subject,[ sd . 


DETAILS: | i Е 


b6 
b7C 


for а well га 
Saudi Arabia. asically engineered the drilling: 
Operations of water wells where he was considered to have 
done an excellent job. Не was employed for approximatdy 
five years until September 1965, when he terminated his 
employment. Termination was due to the job ending in 
Saudi Arabia. 


stated that he could inis peels in d BE 
competency as a pe 
he company considered в employment as | 


conneetion with 


sufficiently, to be rated from very good 
to excellent, and that they felt he was a responsible 
. individual that was very definitely eligible for rehire 


his job included the heavy equipment 
on the jobs, and that no complications 
were encountered by the company on the jobs handled by 


He continued he has no reason to question or doubt 
integrit and that although he was mainly th 
um bon == | 


Ф | | f 
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him, He commented that in his opinion Saudi Arabia! S 
climate and terrain are probably the hardest on trucks and 
heavy equipment of any place in the world, and therefore, 
would say аа — моила һауе at least very good 
knowledge of heavy equipment and truck potential in this 
type area. : 


On February 1, 1 erence was held 
in the office of Attorney Legal Counsel 
for Defense Contract Administration Service Los Angeles ; 
ion (DCASR in Los Angeles). It was attended сг 
inal Investigation Detachment (CID) а 
Inspection Department, DCAS 
SA . At this conference advise 
that the contract held by PA & E was one of a fixed fee for 
labor and service with the Government furnishing the necessary 
equipment. The original contract was prepared by the Army 
Procurement Agency Japan. А 


It was determined the general operation of this 
contract is as follows: 


PA & E, Saigon, expresses a need for equipment, 
the need verified by the First Logistic Command, Saigon. 
United States Army, the specification a in Saigon | 
by the United States Army and/or РА 6 E, sent to.PÀ 6 E, 
Los Angeles, where bids let out, acceptance approved again in 
Saigon and then the purchase made by PÀ & E, Los Angeles. 
Servicing of the contract and inspection handled by DCASR, Los 
Angeles. 


or others present could not name the 
units or persons within units responsible for each phase of 
the processing in Saigon. А11 they could say is generally 
Saigon drew up the specifications and sent them to PA.& E, 
Los Angeles, already approved. 


As to inspection, it was stated inspections were 
on the basis of purchase orders, requests for quotations, 


z 9 


‚ Ъ7С 
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and sometimes the actual specifications. ^ ]advised 
instructions to the inspection division were for them to 
inspect on whatever documents furnished them and therefore, 
if à purchase order is all they had that it what they used. 
to inspect with. concurred in this and stated 

he did not know who na e responsibility to see that the 
inspection division received specification or if such 

& responsibility existed. 


advised DCASR, Los Angeles, had the 
responsibility of reviewing the bids, but could not say. 
positively who did this, but believed it was the duty of 
. which at the 
time in question was vould have.had the 
responsibility to have approved е accepted bid and authorize 
the units built. It was agreed it would be necessary to 
determine exactly what agency, units thereof, and persons having 
. responsibility for each phase of the procedure in handling this 
contract before any attempt to pin specific allegations made ` 
by[ |. |сол14 be logically checked. | faávisea he 
would institute proceedings through DC ngeles, to 
determine this from the standpoint of DCASR, Los Angeles, ` 


PA & E, Los Шы. as well ав the organizations involved in 
Saigon. 


i At to the inspection report alleged to be favorable 
to PA & E's performance, it is actually a partial report 
covering only PA & E's responsibility at Los Angeles, made at 
the request of the Army Procurement Agency, Japan. It was 
stated that reports would have been at Saigon and 
Japan where the request originated. и у he would 
endeavor to obtain copies of the fu report and furnish a 


copy of the report covering the Los Angeles ions of РА & B's 
operation relative to this contract. 


Attorney, С, bot 
agreed it would be impossible to conduct an audit and inspection, 


of о eee n нки! until the 
full procedures ar own, which wou indicate where specific 


answers needed, could be expected to be found. 


. b7c 


b6 
b"7C 


b6 


b6 
b7C 


b6 


b7C 


7D 


LA 46-9393 


HENCNENCDNEMENS _ advised that the FBI 
interposes no objection to eir conducting investiga- 


tion of an administrative type into the handling or 
servicing of this contract based on the information 
furnished by It was explained the FBI 
investigation wou e limited to the criminal allega- 
tions already made and any future ones developed. 


Conferences with CID, and Attorney 
Leve been held and as: late as February 13, 
1968, advised the request to determine the mechanical. 
operation of this contract has been initiated,but to 
date the answers have not been obtained. | 


b6 
b7C 


b6 
b7C 
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b6 


employed with the bic 


and сап be 
reached through telephone number 


advised he was employed as| | | 56 


at Pacific Architects and Engineers, inc. 76 
PA&E) during the period 
at their Los Angeles office, Не said while employed 
he was acquainted with who is described 
as а very smart man in technical equipment an 
. equipment. Не said PA&E relied heavily upon 
` advice when it came to material needs in the fulfillment. 
of contracts in Vietnam and Thailand. Не said 


had a tendency to be very conservative. ; ing e very, 
very most for the dollar. Не said as good 


enou that if he said something about equipment, be, 
would swear by it.. . . 


said his duties included the handling . b6 
of letters of credit with vendors as to time schedules of Е | bic 
items being shipped by the vendor and to insure that the | 
items arrived at their destination as set forth in the 
purchase orders. Не said once а purchase order was ` 
awarded to a vendor, it was his responsibility to see 
that the items were packed and packaged in a way that 


would comply with the purchase id his 2 
immediate supervisor was who was . 
ше director of purchasing at PA&E. Не said one of 


duties included seeing that equipment мав ав 
it appeared on the purchase orders and to insure > that the’ 
item was best suited for the need. . 


He said when PA&E entered into what was known 
as the "Short Fall Schedule B Buys," which was & seven and 
one half million dollar purchase for Saigon, the transactions 
were handled differently than in the past. The difference 


6 


2/12/68 and . Е . . 
On 2/13/68 , Long Beach, California _ pileg Los Angeles 46-9393 


j E . : b6 
by SA fed = Date diëtated . . 9/13/60 ^ b7C 
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was in the handling of a form known as DD 250. He said 
PA&E in Saigon wanted the DD 250 completed in the United 
States, and in order to do so, it was necessary for the 
Contracting Officer for the United States Army in Saigon 
to delegate certain authority to the Contracting Officer 
with Defense Contract Administration Services, Los Angeles 
Region (DCASR)-LA. He said Mr. KELLEY was tt cting 
Officer for DCASR and his assistant was a ь Не 
said the DD 250, which is an inspection form necessary in 
order for PA&E to be reimbursed, would have to have 


Mr. KELLEY's signature. He said KELLEY reportedly relied 
on his Quality Assurance people, a — |527 а. 
in signing the DD 250. - E | 


He said spent a lot of time with 
gaining instruction on the proper 
procedure Tor handling the. paper work which would comply 


with governme e s. He said.when[ ^  |wouid 
point out to Contract Administrator for 
PA&E, the need for handlin { е order along the 
° lines as һе was instructed, e [would not listen to 
[ _ land instead would proceed according to his own 


interpr i which resulted in a great deal of friction 
between and the heads of РА&Е. US 


у и ee he experienced the same difficulty 
with who continually leaned upon him to handie - 
shipments by commercial means rather than by the Military 
Sea Transport Service (MSTD).[ ^ ^ ^ þaid he felt like 
he was an expert in the field of transportation and 
shipment and knew that added cost would result if commercial 
means were utilized, and he made every attempt to see that 
shipments went by the cheapest means of transportation and 


still meet the time schedule ав requested in the initial 
orders. 


Не said the following purchase seemed unusual to 
him and may be of interest to the FBI. He said in February 
of 1967 PA&E bought 58 Bronco trucks from the Ford Motor 


b6 


b6 
b7C 
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Company of Newark, New Jersey, апа the order also included 
six prefabricated buildings, eighteen forklifts, and a 
large quantity of spare parts. He said this shipment was 
via commercial means out of Long Beach when , in his 
opinion, it could have been sent by MSTS. He said the 


San Pedro Navigation Company w and Captain 
W. WOLFE BOWER negotiated wit in arranging b6 
this shipment. He said BOWER is employed by the San b7C 


Pedro Navigation Company, whose address is 530 West Sixth 
Street, Los Angeles, California, telephone 620-9238. Не 
said this shipment was sent aboard the "SS Evie W.," a 
Liberian ship. Не said this is most unusual since it is 
his understanding that only American vessels are to be 
utilized. Не sai e more suspicious of that 
transaction when | [vould ask him to leave the room 
upon receiving telephone calis from BOWER. Не said BOWER 
called frequently and also visited the office of PA&E 
shortly after 5:00 p.m. when most of the people of PA&E 


were leaving fo imately 
acquainted wi and on 
one occasion, О im that after dating 


BOWER, who became overly intoxicated, he offered to her 
а much better job and implied that he was.having to pay 
a kickback on shipments. 


ырс cA 22... 


said information regarding the above ` . b6 
described shipment should be іп : ds E BIG 
captioned, "'Evie И.!". Не said | 


Purchasing Agent Гог PA&E in.Los Angeles until Е 
ОҒ 1967, may have additional information regarding this 
particular shipment. He described an honest 
j ee said may-now be 


in working `` накар 
said there was only one other trans- & o£, B. 
action that he questioned which pertained to shipment by PIE 


commercial means. Не said it dealt with communication 


e © ө 
О | 
ТА 16-9393. 


equipment, and in this case, PA&E purchased the equipment 
through the Landis Speciality Comp out of Philadelphia, 
Pennsylvania, and the order was for $114,000.00. He said 
the unusual thing about this purchase was the equipment 

was manufactured by Hewlett-Packard and Motorola, West 

Coast and yet was negotiated through a jobber, the Landis 
Speciality Company. He said they had dealt directly with 


Motorola in the past. He p> id t ET est of S е ea | 
this ced стоп] š 
said under him іп spouts ing, was Very e 


familiar wi is purchase and may be able to furnish 
additional information. | 


‚Не said from his notes that he still has in his 
possession, the following purchase orders were awarded 
to International Harvester, Fleet and Contractor Sales, 
530 North Baldwin Park, City of Industry, California, `` 
which would come over the Short Fall and Sehedule B Buys, 


| Lo e _ the representative of ` b6 
International Harvester: - b7C 


Purchase Order 
Number. 


` b6 
b7C 


said his notes 3 


Number 4496, with this company. Не saidl _ | seemed to 


be very close to and again| [would ask 
him to leave the room when. ы: оп сейтек тоне with 
over the telephone. 


fa 46-9393 


was the field représentative dealing wi and was | 


awarded purchase order Number 4498, which may have been 
the purchase of fire engines. · a | 

Не said his notes also reflect purchase orders, 
awarding to the Davey Compressor Company; Numbers 8509, 
4510, 4512 and 4513. 


was at one time a 


. shipping broker and employed by | 
export agent in whose address is 
He said could furnish information - 
regarding 


character and reputation. 


[ —  ]said he-had no knowledge of 


said 


had some dealings with PA&E and may have 


SO а company car. 


10 


b6 
b7C 


bé . 
b7C 


b6 
b7C 


PX 46-1317 
PKB: 1ss 
1 : 


he following investigation was conducted by 
IC at Phoenix, Arizona: 4 
Driver's License Records, Motor Venicle Division, і20па 


Highway Department, Phoenix, advised no record could be located 
in the files of that office for EDWARD J. KELLY. 


On January 10,1968, 

[ ] Credit Bureau of Phoenix,Inc., 707 North First St., 
advised a file had_been opened on October 25, 1967, for 
EDWARD J. KELLY, . Не was reported to reside. 
at 4549 Е, Calle Redonda in Phoenix; had previously resided 
7101 Е. Lincoln Drive, the Lazy K Resort, Scottsdale, Arizona 
and prior to that had resided in Ventura, California, His 
occupation was listed as the Contracts Administration, Depart- 
ment of Defense and he was previously with the Los Angeles 
County Sanitation and prior to that with a fence supply firm. 


The merchants rating the record of KELLY indicated 
small accounts paid satisfactorily. There was no unfavorable 
information in the file. 


An application at the Credit Bureau completed by Mrs. 
EDWARD J. KELLY on October 25, 1967, indicated ЕРМА 62 


3 - hi 
born January 6, 1921, at Yonkers, New York ae ee 
born They have no dependents. . 
At that time, the KELLYs had resided at the Lazy K Resort for zx 


approximately three weeks, where they were renting, Their 
previous residence was 23019 Maple Avenue, Torrance, California 
where they had resided for 10 months. 


| His employer was the Department of Defense at 3800 
N. Central Avenue in Phoenix,. telephone 261-4401, He was 


b6 
bp7C 


b6 
Ë b7C 


b6 
b7C 


b7C 


employed as a Contracts Administrator and had been so employed for ` 


about three weeks and his annual income was $16,000 per annum. 
He indicated service with the U. 5, Air Force as an officer Р 
from 1943 until the date of his discharge, 1963, 


The and the 


form indicates either the husband or the wife had been divorced 
in Cheyenne, Wyoming in 1960. ` e : ` 


-11- 
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b7C 


Et ы enn 
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2 


1 


; | KELLY listed a net worth of $16, 862.00 consisting 
‚ O£ cash, stocks, bonds or investments and automobile, furniture 
. and life insurance. He claimed no liabilities. 


On January 11, 1968, merce . | P6 


‘Records and Identification, Phoenix Police Department, indicated 7С 
the only possible record in his agency applying to the applicant 20% 
was an application for а police patrolman dated February 1, . 

1957, from ап EDWARD JAMES KELLY, a white male, 36 years of age 

in 1957, 5! 103", 200 1Ъ$., and residing at 1911 E. Van Buren, 


On this seme е ll ]táentification, 5e 
Scottsdale Police Department, advised there was no record | bic 
for EDWARD J. KELLY in the files of that авап, f 
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Reporting Office | Office of Origin | Date [| investigative Period => > 
Sacramento | 14/22 68 | CTE 


TITLE OF CASE Report Made В; 


. CHARACTER OF CASE 00 


FAG X. 


W. WOLFE BOWER; 20 y 
Pacific Architects and Engineers, 
..Inc,, Los Angeles, California | 


d REFERENCES: Report of [| dated 2/19/68_ Бе 


at Los Angeles. 


Los Angeles airtel to Sacramento 3/28/68. 


р - RUC - 


| 
8 
ШЕ 
Сс” 
"am 
-A 


i 


PPROVED | 


Pending over one 
year Yes | № 2 

Pending prosecu- 
tion over six 


| Case has been: 


p i — __ months Yes. No 3 
‘opies Made: DO NOT WRITE IN SPACES BELOW 


ue" 


⁄) — =< 
А 4eBureau (46-56489) a 27 


-Los Angeles (46-9393) 4 APR 24 1060 
| (1 = USA, Los Angeles)(Encs, 6) 

| (1 = CID, РЕ, McArthur) 
| 1: -Sacramento (46-61). 


M REC-20 


Request Recd, 
Date Fwd, 7 


МИ 


FD-204 (Rev. 3-3-59) 


ғ. ча 


é ә è 


UNITED STATES DEPARTMENT ОЕ JUSTICE 
FEDERAL BUREAU OF INVESTIGATION 


1 - USA, Los Angeles (Enclosures 6) 


Copy to: 1 - CID, Fort McArthur 
SACRAMENTO me 
Report of: Office: b7c 
Date: 4/22 / 68 
Field Office File # 46-61 Bureau File # 46-56489 
b6 
Title: b7C 
к W. WOLFE BOWER; | 
Pacific Architects and Engineers, Inc., 
с, piis: Los Angeles, California 
Character? FRAUD AGAINST THE GOVERNMENT 
b 
Synopsis: 2 
b7D 
detected any items which did not meet contract 
requirements. | 
e RUC = 
ENCLOSURES: 
TO USA, LOS ANGELES Т 


This document contains neither recommendations nor conclusions of the FBI. It is the property of the FBI and is loaned to 


your agency; it and its contents are not to be distributed outside your agency. 
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Los Angeles, California | 474 /, 
AMAA | 
Ж 75. XS. £, РРА 
> отг d 


The title is marked changed to delete the names of the 
employees of Pacific Architects and Engineers, Inc. on whom 
prosecution has been declined, ` А 


REFERENCES: Report of saa[ Тава 2/19/68, at 


b7C 
Los Angeles. - 


Report of SA j dated 4/22/68, at: 


Sacramento. 


-P- 
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LEADS 
LOS ANGELES 


AT SAN PEDRO, CALIFORNIA: (1) Will, at the San 
Pedro Navigation Company, 916 Western Avenue, determine who 
in that company contracted for the shipping for the 58 
Bronco trucks, etc., via the "SS Evie М" and determine the 
contract made, including charges and payments. 


(2) Will locate and interview Captain W. WOLFE 
BOWER under oath regarding any kickbacks he may have paid 
employees of Pacific Architects and Engineers (PA&E). 


(3) Will conduct any other logical investigation 


indicated. 


AT LOS ANGELES, CALIFORNIA: (1) Will, at DCASR, 
determine how under the contract the material shipped on the 
"SS Evie W" was purchased and the background of the trans- 
portation determination. 


(2) Will conduct any logical investigation 
indicated at PAGE, 
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оф: STATES DEPARTMENT OF @тісЕ | 
' FEDERAL BUREAU’ OF INVESTIGATION 


Copy té: 1 - USA, Los Angeles (Encls. 5) 


1 - CID, Fort Mac Arthur : 


Report of: Office: Los Angeles, California Lud 
Date: 5/7 | 


Field Office File #: 46-9393 P Г Bureau File X: 46-56489 | 

Title: | | be 
W. WOLFE BOWER; mae 
Pacific Architects and Engineers, Inc. 
Los Angeles, California 

22 Characters FRAUD AGAINST THE GOVERNMENT 
Synopsis: The names of m 
are being deleted L5 


from the title of this case. Specifications on contracts 
handled by Pacific Architects and Engineers (PA&E) reviewed 
and approved by eontracting officer PA&E, and the First 
Logistical Command, Saigon, Vietnam. Formal inspection 
&nd acceptance made by Defense Contract Administration 
Service Los Angeles Region ( DCASR) , "and only & technical 
inspection made when shipments de-processed. San Pedro 
Navigation Company located San Pedro, California.  AUSA, Los 
Angeles, declined prosecutive action with ге 
hase of this case dealing with allegations 
Stated he would consider prosecution of alleged 


if such a violation is established by investigation. 
Investigation regarding this phase continuing. 


- P>- 
ENCLOSURES 
TO USA, LOS ANGELES 


Ж 


1. One (1) copy memorandum dated October 16, 1967, | 
which is а review of contract files by b6 
b7C 
2. А memorandum from the Department of the Army 
dated March 27, 1968, regarding Pacific Architects and 


Engineers, Inc., contact DAJB11-67-C-0001. 


This document contains neither recommendations nor conclusions of the FBI. It is the property of the РВ! and is loaned to 2 
` your agency; it and its contents are not to be distributed outside your agency. 
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3. А memorandum to the project manager from the 
Acting Chief, Procurement Department, dated February 25, 1967, 
regarding request for transfer or termination. 


H. A memorandum on the letterhead of Pacific 
Architects and Engineers to the Personnel Branch from the 
Chief, Purchasing Department, dated August 27, 1966, regarding 
resignation. қ 

5. Ап undated memorandum captioned "Procurement . 
Survey, Purchase from other than Low Offerors" 


DETAILS : 

On March 1, 1968, inquiry at Long Beach, California, 
by SA determined that the office of the b6 
San Pedro Navigation Company was d located in i b7C 


Los Angeles, California. 


A review of the telephone directory for the City 
of Los Angeles showed the San Pedro Navigation Company to 
be located at 530 West Sixth Street, Los Angeles, California; 
however, efforts on March 17, 1968, to locate the company 
at this address met with negative results. 


On April 4, 1968, it was determined the San Pedro 
Navigation Company was definitely no longer located at 
530 West Sixth Street, Los Angeles, and that no forwarding 
. address was available at the building superintendent's office. 


“Оп April 4, 1968, it was determined through the 
Pacific Telephone and Telegraph Company that the telephone 
number listed for the San Pedro Navigation Company in the 
Current directory had been disconnected and that their 
information board had no new current listing shown for 
that company. 


On April 2, 1968, Defense b6 
Contract Administration Servici Region (DCASR), Los Angeles, bic 


furnished SA the results of his inquiry as 
to the mechanical operation of this contract with Pacific 
Architects and Engineers (PA&E) and the requested report of 
the procurement system review of PA&E prepared by Contractcr 
Procurement System Review „Team, U. 5, Army O Agency, 
Japan, dated December, 1967. 


"o 
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A review of this material determined if contained 
the following pertinent information: 


In а letter in answer to[ | inquiry, BS 
it states that the specifications are prepared by the . Bae 
contractor and are reviewed and approved by the First Logistical 
Command Engineer and the Contracting Officer. All items are 
FSN equipment and tools. Both the contactor and the First 
Logistical Command Engineer evaluated the specifications to 
insure their correctness and that the equipment will, in fact, 
accomplish the purpose intended. Inspection of the equipment 
on arrival in Vietnam is a technical inspection performed by 
the contractor at the time it is de-processed and the formal 
dope tion and acceptance made in the Continental United States 
by DCASR. 


Tn a document captioned "Pacific Architects and 
Engineers, Inc., Contract DAJB-1167-C-0001" dated October 16, 
1967, and containing the additional heading "DCRL-C, DCRL- CR; 
A. Vandegriff/hg/0704", the first sentence states it is in 
accordance with а verbal request for а review of subject 
contract files having been conducted by b6 
Contract Specialist, CRD. The summary findings set forth b7C 
in this document are as follows: 


"1. Тһе substitution of commercial items in lieu 
of FSN Items resulted in deviations from stock number 
descriptions. 


Ма. There is no written evidence of contracting 
officer approval for such L uTGES in the contract 
records of DCASR/LA. | 


"2, The substitution of commercial items in 
lieu of FSN Items resulted (in most cases) in costs 
beyond those proposed by the contracting officer in 
Schedule 'B', 


"а, There is no documentation to substantiate 
that adequate competition was obtained prior to Purchase 
Order Approval, in the contract files of DCASR/LA. 


1 | b6 
"Chief, Policy & Reports Office" dic 


adus 
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An undated document stamped "For-effictet tse 
ên" and captioned "Procurement Survey, Purchase from other 
than Low Offerors" and contained in the réport from the U. S. 
-Army Procurement Agency in Japan states in part as follows: 


During the fiscal year 1967, PA&E executed, under 
contract number DAJB11-67-C-0001, 38 stateside and offshore 
purchases with a value of $13,168,133. All of these with one 
exception were handled by the Los Angeles Office of PA&E. 
Four purchases were the results of sole source solicitations, 
15 were awarded the low bidder and 19 awarded to other than 
the low bidder. Of the 19, 11 were noted to have a difference 
of $1,580,532.17, unevaluated, between the total of the low 
and the successful bids. This memorandum sets an evaluation 
of the specifics of the particular bids and the conclusion as. 
follows: 


"A summary schedule of the eleven (11) major 
procurements awarded at other than low offer prices, 
and under conditions reflecting exercise of question- 
able judgment, is attached as an inclosure hereto." 


Also contained in the file is а copy of the 
resignation of Chief, Purchasing Department, 
ing Chief, Procurement Department. b7C 
This resignation of and the request for transfer or ` 

termination of are dated August 27, 1966, and 

February 25, 1907, respectively, on the letterhead of Pacific 
‘Architects and Engineers, Inc., Interoffice Memorandum, Both 

of these memorandums deal with the fact that they are submitting 

a resignation or request for transfer or termination based on. ` 

the deterioration of the Procurement Department and the 

impossibility or these men to operate under conditions that 

exist. 


The results of investigation conducted thus far, . 
coupled with the material furnished by DCASR, were discussed | 
and reviewed with Assistant U. S. а b6 | 
Los Angéles. Оп May 2, 1968, he advised that he was declining b7C 
prosecution with respect to the ohase of this case dealing b7D 
with the allegations made by because of a lack 
of any indication of а criminal violation and in favor of any | 
administrative type inguiries the Department of Defense or | 
military шау desire to make regarding the alleged mismanagement | 
in the handling of the government contracts involved, 


miu 
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| also advised һе would consider the b6 
phase of this investigation dealing with the alleged kickbacks b7C 
in connection with the shipping of the Bronco trucks via 
"SS Evie W" if subsequent investigation by the FBI revealed a 
Federal violation has in fact been committed. 


On May 1, 1968,[ ] Post Office b6 


Department, Los Angeles, California, advised that he had BIC 
located a change of address Рог. the San Pedro Navigation 

Company showing a move from 530 West 6th Street, Los Angeles, 

to 916 Western Avenue, San Pedro, California. 
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CHARACTER OF CASE 

W. WOLFE^B R: е 
Pacific Archi acts and 7. 
Engineers, Inc} ; 
Los Angeles, California, FAG / 


Title marked changed to correct the spelling of surname 
of subject BOWER to BAUER as shown in directory in possession of 
the U. S. Coast Guard Merchant Marine Division, San Pedro, 
California. 


REFERENCE: Report of SAA] |Яафей 5/7/68 at z: 


Los Angeles. 
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LEADS 
LOS ANGELES 


AT SAN PEDRO, CALIFORNIA: Will interview W. WOLFE 
BAUER regarding allegation of kick back, determine Purchase 
Order Number, weight and cube of shipment fees charged, and any 
other information available concerning the identification of 
this shipment and the persons involved in handling it. 


AT LOS ANGELES, CALIFORNIA: Will upon receipt of 
interview of BAUER, recontact WO eem 


shipment and consider interview of a 
с 
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UNITED STATES DEPARTMENT OF „с 
FEDERAL BUREAU OF INVESTIGATION 


көруін 1 - USA, Los Angeles 
1 - CID, Fort Mar Arthur 
Report of: ل‎ Office: Tos Angeles, California 
Date: 
Field Office File #: 116-9393 Bureau File * — L6 50489 
Title: 
W, WOLFE BAUER; 
Pacific Architects and 
Engineers, Incorporated 
Los Angeles, California 
Character: FRAUD AGAINST THE GOVERNMENT 
Synopsis: 


This docum 
your agency; 


GEMNMEENECE————————————————— o — SSS 


Title changed to correct the surname of subject М, WOLFE 
BOWER to W. WOLFE BAUER, Defense Contract Administration 
Services Region, Los Angeles, could locate no information 
relative to the purchase of the 58 Bronco trucks or their 
shipment to Vietnam.  Advised use of foreign flag vessels 
would depend solely on the particular shipment and the 
actual terms of the contract even though а general 

rule is that American flag vessels or Military Sea 
Transportation Service (MSTS) are to be used, № 
comparison of costs between commercial shipping and 
shipping by MSTS could be made without knowing the 
material shipped, weight and cube. Investigation to 
locate W, WOLFE BOWER and/or the San Pedro Navigation 
Company determined BOWER's name actually spelled BAUER, 
BAUER located San Pedro, California; however, not 
available for interview until 7/3/6 
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DETAILS: 


On May ih, 1968,| ^ ^ [Contract Officer, BS 
Defense Contract Administration Service Region (DCASR), Los BIG 
Angeles, California, advised he recently took over as the 
contracting officer for the Pacific Architects and Engineers 
(PA&E) contract. He stated he had not studied this contract ` 
at this time but from what he has noted feels it is "loosely 
written". He stated that any specifics as to this particular 
contract would have to be researched. He was requested to 
determine the purchase order number and details of the 
shipment which included the shipment of 58 Bronco trucks via 
the ship "Evie W! through the San Pedro Navigation Company. 
Inquiry was also made as to the possibility of there being a 
regulation concerning the use of American or Foreign Flag 
vessels in connection with this type shipment. 


The following 1 tigati s conducted at San 
Pedro, California, by SA : b6 
b7C 


À check of the address of 916 Western Avenue, determined 
there is no such address. Inquiry at 920 Western Avenue failed 
to develop any information relative to a San Pedro Navigation 
Company. 


À check of 916 South Western Avenue was also made and 
it determined there is no number 916 on South Western Avenue. 


Inquiry with the information operator, Pacific 
Telephone and Telegraph Company, failed to obtain а listing for 
either the San Pedro Navigation Company ог М. WOLFE BOWER. 


Inquiry through — San Pedro Credit b6 
Bureau was also negative in regard to both BOWER and the San BIG 
Pedro Navigation Company. 


S recontacted telephonically, however Рб 
could furnish no information, including suggestions, as to the Bic 
possible location of W. WOLFE BOWER, 
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On June 20, 1968,[_ [United States Pe 


Post Office, Los Angeles, California, confirmed the change 
of address for the San Pedro Navigation Company from Los Angeles 
to 916 Western Avenue, San Pedro, California. 


Inquiry was made with Captain| | Merchant 
Marine Division, United States Coast Guard, for Los Angeles 
Harbor who advised that if BOWER was currently holding a 
captains license he should be registered with the local Mari 
Inspection Office. He suggested contacting Comandor J 
of the Marine Inspecti Office, San Pedro, California, telephone 
831-9281, extension| — ] 


Duping the conversation with Gaptain he : B6 
recalled meeting a Captain WOLFE BOWER but felt i pie 
individual spelled his last name BAUER, Captain made 
& check of & directory in his possession and advise e man 
was listed as W. WOLFE BAUER, 916 North Western Avenue, San 
Pedro, Suite 205, telephone 54.7-l171. BAUER was shown to 
be President of the San Pedro Navigation Company. He stated 
that the directory in his possession which showed this 
information was more than one year old. 


On June 25, 1968 Contracting БЕ; 
Officer, DCASR - Los Angeles, advise е had searched all 


available records at DCASR - Los Angeles; however, could locate 
no information at all relative to the shipment of 58 Bronco trucks 
via the "Evie W" or the San Pedro Navigation Company. 


He advised po MEN Assistant Chief, Transportation 
Division, had advised him no determination of costs between 
commercial shipping and shipping via Military Sea Transport 


Service (MSTS) could be made unless the cube, weight, material A 
was known. advised the contract showed all of the 
purchase orders, background of the order, and payment on this 
contract would be maintained by the United States Army 
Procurement Agency - Vietnam, APO 96307 or their Seventh 
Finance Disbursing Section, APO 96242. Не stated it was not 
8 but he felt the APO numbers were both San Francisco. 

continued that this same information should be 
maintained by the United States Army Procurement Agency, Tokyo, 
Japan, who had audit jurisdiction over this contract. 
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As to the allegation that all shipments of this type 
should be sent by American flag vessels only, he stated he 
could only locate a statement in the contract which stated in 
essence that ócean transportation shall not use foreign 
flag vessels which were listed in the Maritime Commission 
Federal Register of ships calling at Cuban ports after January 1, 
1963 or North Vietnam ports after January 1, 1966. 


Оп June 25, 1968, ИИ Assistant Chief, b6 
Transportation Division, DC - Los Angeles, explained that it b7C 
would have to be determined, exactly what the shipment was, the 
priority of it and then it compared to the contract before any 
exact determination could be made as to whether or not the 
use of а foreign flag vessel was in violation of any contract. 

He explained as а general rule United States products and 
services are to be shipped by American Flag vessels or MSTS, 

He again added this is & general rule only and the specific 
shipment and contract would be the final determination. Не 
added that the Finance Disbursing Section of the military would 
be obliged to deny shipping costs of any shipment made in 
violation of the actual contract. 


b6 
ing investigation was conducted by p7c 
SAA : 
On June 25, 1968, Conmander[ _______]united States b6 
Coast Guard, Marine Inspection Office, Terminal Island, BIC 


California, advised he was acquainted with Captain BAUER, 
however, there was no information in his records as to his 
present whereabouts and he suggested contacting the 
Licensing Section of Marine Inspection. 


On the same date[ | Licensing Section, b6 
Marine Inspection Office, United States Coast Guard, advised b7c 
her records were negative regarding W. WOLFE BAUER 


It was determined that telephone 547-4471 (last 
known telephone for BAUER in San Pedro) is disconnected. 


On June 25, 1968, inquiries at 916 North Western 
Avenue, Suite 205, failed to develop any information regarding 
San Pedro Navigation Company and adjoining facilities at 
920 North Western and 912 North Western, failed to develop any 
information regarding this company. 


` 4 
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On June 25, 1968, it was determined through the 
Telephone Company there was a listing for one W. W. BAUER 
at 611 Bynner Drive, San Pedro, California. 


On Zune 25, 1968, Captain W. WOLFE BAUER, 611 Bynner 
Drive, telephone 833-8533, was contacted for interview, however, 
advised he was not available for interview until July 3, 1968. 
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OFFICE OF ORIGIN 


LOS ANGELES 


INVESTIGATIVE PERIOD 


7/3/68 - 9/4/68 


WALTER WOLFEZBAUEH; 
PACIFIC ARCHITECTS and ENGINEERS, 
Inc, Los Angeles, California 


Title marked changed to show the full name of BAUER as obtaines from 
interview. 


REFERENCE: Report of s[ — — ^ ]astea 6/26/68 at Los Angeles. 5$. 
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Copy fo: 


Report of: 


Date: 


UNITED STATES DEPARTMENT OF JUSTICE 


FEDERAL BUREAU OF INVESTIGATION 
fo 


1 - USA, Los Angeles 
1 = CID, Fort Mao Arthur ; 


— оты 108 ANGELES 
9/13 


Field Office File Z: 16-9393 . Bureau File Ж: 16-56189 


Title: 


Character: 


Synopsis: 


WALTER WOLFE BAUER; 
Pacific Architects and Engineers, Incorporated 
Los Angeles, California. 


ғ 


FRAUD AGAINST THE GOVERNMENT 


Title changed to show the full name of subject BAUER, 
BAUER in interview stated he met Mc DOWELL when latter 
enployed elsewhere, When soliciting business as San 
Pedro Navigation Company he made inquiry for 
determining he was then with Pacific Architects an 
Engineers, Incorporated (PA&E). Не then contacted him 
at PA&E to advise that he, BAUER, was interested in 
handling overseas shipments as а broker. 
informed him most of the PAGE cargo went by MSTS or 
favored American Flag vessels. Sometime thereafter 
called him for a quote or bid on the shipment 
“in question and he was the sucessful bidder, He stated 
that this was the only shipment he handled for PA&E 


and emphatically denied being approached for £ 
kickback!" to anyone, He admitted knowing De 7 
ПИ taking her out_on two occasions, Stated 
e never even implied he gavel. Ja "kickback" and 
he would have been in no position to offer her a job since 
he was а one man operation, DCASR Los Angeles unable to 


identify shipment in their records based on information 
furnished, USA, Los Angeles declined prosecution, 


- Ç = 


DETAILS: 


` 
This document Contains neither recommendations nor conclusions of the FBI. It is the property of the FBI and is loaned to у 
your agency; it and its contents are not о be distributed outside your agency. 
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1 ME | | Date — 7/10/48 1 1 


WALTER WOLF BAUER, Captain, San Pedro Navigation 
Company, 611 Bynner Drive, San Pedro, California, 
telephone number 833-8549, was interviewed at the above 
address which is his residence and at the very out set EN 
was advised of the nature of the investigation being и. 
conducted by the FBI. Не was advised of the offical / 
identity of the interviewing agent and was warned of his | 
rights and he waived them ав shown оп an exceuted 
warning and waiver form. BAUER said he had no objections 
to making a statement under oath and after being placed 
under oath furnished the following information: 


BAUER advised he lived in New York City 
up until 1966, having business in New York under the 
name of Sea Carriers, Incorporated, a company which 
is "now. defunct.. Hé said upon moving to California 
in 1966, he began а business known as the San Pedro 
Navigation Company at 530 West 6th Street, in Los 
Angelés. Не said he has subsequently moved his 
business to 916 North Western Avenue, where he stayed 
for а short period of time and then moved his business 
to his present residence. Не said his business includes 
the chartering of ships, acting as a purchaser, and 

‚а sales broker, and аз a principal. 


BAUER said that in 1956 or 1957, while 
soliciting business for Sea Carriers, Incorporated, he 
had contacts with James M, Loudon Company at 354_South 
Spring Street, Los Angeles, who were forwarders in ' 
the expediting of documentations on ocean shipments. 

He said their line of work would be the handling of 
bills: of laiding, custom clearances, cost of insurances 
and freight, and matters along these lines. Не said 


On 7/3/68 at San Pedro, California File # . Los Angeles 46-9393 
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in his contacts with the Loudon Со 
who was employed b 
and established a good friendly relationship. е 
said upon moving to California in 1966, and soliciting 
business under the name of the San Pedro Navigation 


Company he again contacted ` E 
and asked for only to find that he | 
was no longer employed there and was with the 

Pacific Architect and Engi ring Company of Los Angeles. 
He said he 2... told him he was. 


interested in handling the movement of freight over 
seas ав a broker. i 


Не said informed him that mosd 


of their cargo went by MSTS (Military Sea Transportation 
Service) or American Lines Preferred. He а) 
told him should the need for transportation ру some 


other means he would be glad to give him a call for 
a bid on the movement of freight. 


He said that it was not to long after that 
that he was given a call by MC DOWELL who asked 
him to make a quote on the shipment of some fort lifts, 
cherry picker trucks, prefabricated buildings, an 
automobile and some Ford Bronco trucks. BAUER said he calculated 
and estimated what he would be able to ship this type of 
cargo taking into consideration conference lines or charter 
terms. He said one must consider the conference rate апа 
birth terms in making such a bid and lining up on their 
own a ship which would come from the "tramp" lines that 
would be available to meet any dead line impossed 
by the shipper. This particular referral was bid by 
him at about 20% below the conference rate and therefore 
he received the award for the shipment. He said it was 
his recollection that the conference rate was about 
$86 give or take a-little for forty cubic feet, and his 
bid was about 20% less then that. 


b6 
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i BAUER said based on the award being made 
to him a contract was drawn up for the various commodities 
under movement for Pacific Architect and Engineering 
Company and he would make available to the FBI a | 
сору of each contract which describes the vessel і 
utilized, the port of loading, the discharge,which ў 
was in this case Saigon, and the description of the 
freight as to the commodity, weight, and measurement, 
and the rate quoted by him with certification that 
the vessel utilized would meet Government standards. 
He said in this particular shipment there was four r 
contracts for the shipment all of which were cargo 
that was transported by the 5. S. Eview with loading 
at Long Beach, California, and Portland Oregon, 

BAUER said he would also make available 

to the FBI bill of laiding number LA-PD/SAI.1 by 
Atlas Steamship Agency as "agent, bill of laiding 
number LA-RICH/SAI.l by Atlas Steamship Agency as 
agent, bill of laiding number  LB/SAI.2 by Atlas 
Steamship Agency as agent. Не said he did not have 
an extra copy of bill of laiding number SAI.3 
by Atlas Steamship Agency as agent, however, he 
would describe it as a shipment of а passenger car 
а 1967 Ford Galaxie, four door, non military, weighing 
4400 pounds, and taking.up 533 cubic feet, bearing stock 
number 3618. 


BAUER explained that they were furnished 
with a letter of credit which they produced at the 
bank upon the bill of laidings being prepared and 
the shipment ready for movement аб which time they 
could draw upon the letter of credit for reimbursement 
for services rendered. 


BAUER said that he was never obligated to | 

and was never approached for а kick | b6 

back on any shipment that would be steered his . BIC 
direction. | 
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BAUER said he has never given 
anything of value for а contract пог has he ever 
been approached [Тазове these lines. 


idhevassequainted with] _ | 
с ا‎ whom he had been ou 
wil on two different occasions for a social drink, | 
however, their relationship was very limite nd h | 
had never implied to her that he was ` ` — 
a kick back on shipments. 
He said it would have been impossible for 


him to offer her a job since he was a one man operation 
financially unable to hire anyone. 


BAUER said this was the only contract he 
ever received from Pacific Architect and Engineering 
Company. 


BAUER furnished the following description 
of himself: 


Birth Data March 29, 1914 
. бал Francisco, California 
. Height 5110" 

Weight 205 pounds 

Hair Reddish blond 

Eyes Blue. 

Residence ` 611 Bynner Drive 


San Pedro, California 


] ot a 
> 
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Angeles, CaliTornia advise at he did not recognize the 


Bills of Lading numbers on the documents held by BAUER as 
being numbers that would have been utilized by the United 
states Government. , He stated that he would cause a check to 
be made through the Transportation Department of- DCASR in an 
effort to identify this particular shipment in their records, 


| аа 22. advised DCASR, Los Angeles could 
not identify this shipment in their records based on the 
information furnished by BAUER. He further stated it would 


take an extensive search to locate this based on the available 
information, 


who advised he would decline any Federal prosecution 
since 15 was his opinion the facts as developed by investigation 
would not sustain sucessful prosecution even fully documented, 


On September Ц, 1968 the facts of this matte: 
mu mm with Assistant United States Attorney, 
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TITLE OF CASE REPORT MADE BY TYPED BY 
е ا‎ 
' у 3 : НАРА I р OF À Е b6 
PACIFIC ARCHITECTS and ENGINEERRS, | a 


INC., Los Angeles, California 
FAG; FALSE CLAIMS - CIVIL 7 


15, 
REFERENCE: Report of SAA] jdatea 12/769, P 


at Los Angeles. 


=P 
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LEADS 
LOS ANGELES 


AT LOS ANGELES, CALIFORNIA: (1) Will locate Purchase 
Order No. 96 at DCASR/LA in an effort to determine if this is 
the purchase order for the 58 Bronco trucks shipped via the 


"SS EVIE W." 
ACCOMPLISHMENTS CLAIMED [X] NONE ACQUIT-] case HAS BEEN: 
-— TALS 


PENDING OVER ONE YEAR [ ]vEs [X]No 
PENDING PROSECU TION 
OVER SIX MON THS Lives В мо 


APPROVED} HM ЕЕ О DO МОТ WRITE ІМ SPACES BELOW 


IN CHARGE 


“ууй 2 Ле 1 ša 
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(2) Will contact PA & E, Los Angeles - 
i с 
b7C 
во they may be located and interviewed. Will 
empt to contact and interview 
‚, Will also attempt to ascertain if 
і rking for РА & E employee)  ] 
(3) Will, at PA & E, attempt to obtain and 
review the records pertaining to the shipment sent to 
Vietnam by the "SS EVIE М." 
(4) Will review personnel file of 52 
= PA & E relative to his employment and reason 
op leaving, 
~ B* - 
COVER PAGE 
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Copy to: l - USA, Los Angeles 


TI 


UNITED STATES DEPARTMENT A ee 
FEDERAL BUREAU OF INVESTIGATION 


b6 


Field Office File #: 46-9393 ° | Bureau File 4: 16456189 


Title: 


b6 


PACIFIC ARCHITECTS and ENGINEERS, 
INC., Los Angeles, California 


Character: FRAUD AGAINST THE GOVERNMENT; 


FALSE CLAIMS - CIVIL 


Synopsis: Contacts with DCASR/LA, Be 
- determined that contract in question betwee b 
PA & E was handled by former 


b7D 

: | The main contract negotiated with PA & E 

is рАЈВ1167С0001 and covers period from 7/1/66 to 6/30/67, 

and includes over 1,000 purchase orders in Los Angeles area 
'alone, and in addition, secondary contracts DAJB1167C0008 
- through 0012. А11 contracts are secondary to 0001 which 

is the primary contract consisting of 250 pages. Тһе 
secondary contracts would total an additional 300 pages. 


AUSA, L g imary investigation to allegation 
made by А 


\ р 
DETATLS | 


` Contact ا‎ Hn DCASR/LA, 
on January 5, 1970, January 20, 1970, February 6, 1970, and 


February 20, 1970, determined that contract in question between d 
U, S, Government and PA & E was handled by former 
The main contract negotiated with is 
AJB COOOL and covers period from July 1, 1966 to June 30, 
1967, апа includes over l, 509 purchase orders in Los Angeles area 
alone. 


In addition, secondary contracts DAJB1167C008 -through 
-0012 covers period from July 1, 1967, to June 30, 1968, for 
repairs and utility services. Contract DAJB1167C0009 covers 
period from July 1, 1967, to December 31, 1967, and covers 
fixed field maintenance and PERO iu ss 


This document contains ‘neither recommendations nor conclusions of the FBI, It is the property of the FBI and is loaned to 
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Report of: сг = - Office: LOS Angeles, California 
_ Date: 27/70 
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Contract DAJB1167C0010 covers the period 
from July 1, 1967, to December 31, 1967, and covers supplies 
апа glass from depots. Contract DAJB1167C0011 covers 
the period from July 1, 1967, to December 31, 1967, and 
covers nonstandard repair parts. Contract DAJB1167C0012 
appears to cover December 31, 1968, and is a secondary 
contract which coyers the purcashing of gradall. 


Contract DAJB1167CO066, previously identified 
with Vietnam, has been determined to cover Thailand and 
would not, therefore, be applicable to this investigation. 
All contracts are secondary to 0001 which is the primary 
contract consisting of 250 pages. The secondary contracts 
would total an additional 300 pages. 


advised that this entire contract was b6 
drawn to cover management and maintenance of facilities b7C 
and utilities installment “аб all bases operated by the 7 
0, S. Army, Vietnam. Не continued that the purchase 
orders for the secondary contracts have not been located, 
but are probably in file at the warehouse for DCASR/LA. 


He advised that there does not appear to be any 
Specification of material purchased except within confines 
of contract, which are usually described as Federal stock 
numbers. Не stated that somewhere in the Government, the 
Federal stock numbers are listed and described with the 
Specifications that may specify piece of equipment, size, 
strength, etc. Не continued that the only information оп 
the purchase orders held at DCASR/LA, would name the piece 
of equipment and the Federal stock number. Most of the purchase 
orders would contain information such as is extracted below 
from a purchase order describing what was to be shipped: (1) 
Electric grinder bears type ` и, heavy duty, consisting of 
8" grinding wheels (one medium, one fine) (2) Wheel guards with 
tool rests and spark shield, (3) Push button switch, (4) Electric 
motor for 220, one phase, 60 or 50 cycle. 


advised chat this contract drawn up b6 
possibly for the 0. S. Army, would operate as follows: b7C 
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PA & E in Vietnam would advise the Army their 
need for equipment to fulfill their contract in Vietnam. 
Employees of PA & E and Army technical personnel would 
then review the need and draw up the specifications as 
to exactly what type of equipment was needed, and what 
it should contain to do the job in.question. It would then 
be forwarded to the Army Command for approval following 
which it would, in this case, be sent' to PA & E, Los 
Angeles, California. с 


At РА & E bids would be sent out based on the 
equipment shown as needed and in most instances would be 
described only by a Federal stock number. Exception and 
like commercial units would have to be approved by the 
Contracting Officer at DOASR/LA prior to substitution. 


ge commented chat the Contracting Officer not - 
being an expert in all fields, has to rely to a large ` 


extent that the materials being used and the equipment 


being purchased is what is asked for, 


He continued that inspection is then performed 
by various DCASR offices throughout the United States that 
would cover the area of the companies producing materials 
or equipment ordered. He Continued that none of the bids 
would be contained in PEASE records, but would be maintained 
by PA & EL 


He advised that at the time this contract was in 
effect, it was his opinion the specifications would-possibly 
be with the U. S. Army Logistical Command, Tokyo, Japan, 
and/or the U. S. Army, Vietnam. He further commented that 
Should equipment, as is alleged, be shipped to Vietnam which 
was inferior or which would not do the job for which it was 
purchased, it is normally felt that the persons, and in 
particular the Army,- would complain vigorously. 


LL commented that in this particular contract, re 
and in glancing at the purchase orders, it would appear that Bie 
the equipment was bought throughout the United States, and if 

any real deviations from specified equipment took place, it 


would have to contain the collusion of- .DCASR inspectors assigned 
to different locations. : 
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He stated that from a practical standpoint 
to field check equipment purchased in 1967, and sent to Vietnam 
would virtually be impossible. He further commented that 
to trace and verify that equipment ourchased under these 
contracts was as it should have been, would take.a hugh 
amount of personnel and immeasurable time. 


== 


ВИН a а сору of the primary contract 
No. рАЈВ1167С0001. . о ES ы. | 


On February 25, 1969, Assistant U. S. Attorney 
С Piya Division, advised that due to the amount 
of apparent investigation that would be required to cover 
. the entire РА & E contract, he f іс 
should be limited to identifying 
referred to by i 
furnished, and appropriate. 
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TITLE OF CASE REPORT MADE BY 


a : 3 CHARACTER OF CASE 
PACIFIC ARCHITECTS AND ENGINEERS, 


ІМС., LOS ANGELES, CALIFORNIA 


REFERENCE : Report of 84| [eatea 2/27/70, Бе 


at Los Angeles. =., 
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LEADS A 
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FAG; FALSE CLAIMS - CIVIL 


WASHINGTON FIELD - 


AT WASHINGTON, D.C.: Will identify and obtain results 
of General Accounting Office audit conducted at the request of Senator 
RIBICOFP pertaining to Pacific Architects and Engineers (PA&E) and 
the First Logistical Command, U. S. Army in Saigon, Vietnam, or 
possibly Tokyo, Japan. This audit results from comments made by 
RIBICOFF in the United States Senate in late 1968, or early 1969. 


ACCOMPLISHMENTS CLAIMED NONE ACQUIT-| case HAS BEEN: 


convic |лито.| rue. | — Fines Recoveries | TALS 


PENDING OVER ONE YEAR [ ]УЕ$ no 
PENDING PROSECUTION 
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LOS ANGELES 


AT LOS ANGELES, CALIFORNIA: (1) Will conduct 
review of purchase orders relating to PA&E contract to 
service military bases in Vietnam. E 


(2) Will maintain eontaet with PA&E for background 
as to reason shipment transported to Vietnam via the ship 


"Evie W" and to i ereabouts and background of possible 
former employee as well as to review file of А 
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e... STATES DEPARTMENT Ф JUSTICE 
FEDERAL BUREAU OF INVESTIGATION 


Copy to: 1 ~ USA, Los Angeles 7 | | b6 
b7C 


Field Office File Ж 46-9393 Bureau File #: 46-56189 


ТіНе: 

| WALTER WOLFE BAUER; 
PACIFIC ARCHITECTS AND ENGINEERS, INC. 
LOS ANGELES, CALIFORNIA. 


Characters FRAUD AGAINST THE GOVERNMENT; 
FALSE CLAIMS - CIVIL 


Synopsis: Pacifie Architects and Engineers (PAGE) Purchase Order 
No. 4496 located and does not appear to be identical 
with purchase of Bronco trucks shipped by foreign flag 
vessel "Evie W." Present location of past and current 
employees of PA&E involved in above shipment obtained. 
PA&E Vice-President advised specifications for purchases 
from continental United States are in custody of PA&E, 
Los Angeles. Advised General Accounting Office, at 
request of Senator RIBICOFF, performed audit in Saigon 
relative to this contract in late 1968 or early 1969. 
PA&E attempting to locate the records which would show 


the background as to why shipment of Bronco trucks, etc. 
| | b6 


b7C 


by the foreign flag vessel "Evie W." 

no longer employed by PA&E. Review o 
purchase orders for Vietnam that are in the possession 
of DCAS, Los. Angeles, continuing. 


op = 
DETAILS 


On March 4, 1970, Purchase Order No. 4496 of this 
contract was located in the records of DCAS, Los Angeles, 
and determined to be for the purchase of 15h trucks at a 
cost of $2,307 each. Purchase order is dated June 27, 1967, 
and trucks are described as being stake 4x4, 1968 model, 
1350 chassis with duplex tires. Purchase was from Ford Motor 
Company, Export Division, New Jersey, which purchase contains 
a change notice showing FOB New York changed to FOB Mahwah; 
New Jersey. Change order indicates U. S. Government contract, 
"WOB, auto transportation within 48 mile radius." 


This document contains neither recommendations nor conclusions of the FBI, It is the property of the PBI and is loaned to 


your agency; И and its contents are not to be distributed outside your agency. 
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It does not appear that the above purchase order 
relates to the shipment sent to Vietnam via the "Evie W." 


On March 25, 1970, it was determined that the 
Federal Contract Audit Agency was purportedly the agency 
to normally audit this type contract, and that they had 
recently moved their headquarters to 11105 South La Cienega 
Boulevard, Los Angeles, California. 


On April 16, 1970 ل‎ 5 
Defense Contract Audit Agency, advised that his organization PIE 


would be the proper agency to conduct an audit of the type 
contract held by Pacific Architects and Engineers (PA&E) 
for the maintenance of bases in Vietnam.. Не stated that 
upon checking hig records, it appeared no audit has been 
performed on this contract by his organization, and added 
that it is not automatic that an audit be performed. He 
added that normally, such audits are conducted only at 

the request of a Government agency or a Division thereof. 


On April 16, 1970, EDWARD A. SHAY, President, PA&E, 
was contacted and requested to furnish the whereabouts, if 
known, of several employees or past employees who were at 
one time involved in this matter. SHAY agreed to furnish 
their positiom while employed; their termination date, if 
terminated; and the reason for their termination. Не further 
agreed to cause a search of his records to determine the 
identification of the purchase of the. 58 Bronco trucks and 
prefabricated buildings that had been shipped to Vietnam 
via the "Evie W."' He noted that it was not normal to ship via 
а foreign flag vessel, however, this is done under the contraot 
when circumstances so dictate, and added he would determine 
the basis as shown by his records justifying this particular 
shipment. . 3 


- 


On April 20, 29704, _ 56 


p PA&E, advised that the following information as to "< 
employees and former employees was obtained from the records 


of his company. Не continued that the personnel files of 
some employees меге. still being located and would be made 
available for interview as soon as possible. 
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| TERMINATION REASON FOR 
NAME POSITION °” ° , DATE TERMINATION 


bC 


HAROLD L. | 
FERWERDA Expeditor 2/23/68 _ Reduction in force 


(Mr. FERWERDA is deceased). 


b6 
| | E believed ини employed by: 


CLEM Chief Purchas- . 10/66 to 
SCHUNEMAN ing Agent 7/6 Reassigned 


| | (Mr. SCHUNEMAN was reassigned July,.1967, to our 
Vietnam office as Chief/off- Shore Conus a 
4717/68). which he held ч his death on 


{17/68 
| b6 
b7C 
Reassigned 
by PA&E 
in as I 
b6 
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Reduction in force 
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' He hag: 2 е the Los Angeles Office for 
former КЕЗЕ | A copy of his 201 file b6 
has been requeste pom our Saigon office. b7C 
[ ]eávisea the operation of the maintenance b6 
contract for 0. S. military bases in Vietnam originally bic 
called for them to perform their services and for the 
Government to furnish all equipment and vehicles. He stated 
at the beginning, not only was PA&E inexperienced, but the 
Army found itself unable to furnish the proper equipment 
which resulted in a very poor job being done. He continued 
that all matters were being ironed out. PA&E, by necessity, 
agreed and did purchase some of the needed equipment on 
the basis the equipment would be amoritized over a period of 
time following which, ownership would go to the U. S. Government. 
- He added that, in fact, there is still two aircraft 
purchased by PA&E that are still in that category. According 
to[ | when PA&E personnel find a need for equipment 
or vehicles, this is brought to the attention of the Army 
who makes the determination that the equipment requested is 
necessary. Тһе Army's Logistical Command is then requested 
to furnish the specifications and in most cases the equipment 
will be covered by a FSN (Federal Stock Number). PA&E and 
the Army then approve changes to the FSN based on the specific 
job that the equipment is to do. Changes would be such as 
substituting particular types of tires, transmissions, or 
added equipment in the case of trucks. Specifications, as 
amended, could be sent out for bid either direct om Vietnam 
or through PA&E, Los Angeles. According to the vast 
majority of continental Gane’ States purchases are bid through 
PA&E, Los Angeles. 


As to inspection, he stated that is done either 
by DCAS or by PA&E employees. He commented that some inspections 
were made by PA&E personnel since DCAS does not have personnel 
in all areas of the country where purchases were made, and 
therefore, when they were not available PA&E inspectors did 
the inspections. l 


sipa 
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1 on to explain that the contracts po 
were later modified and that PA&E is granted renumeration BIS 
on their ability to perform satisfactorily. They are graded 

by the Army Command on the bases that their jobs are : 

performed and paid on the grade they receive. Не stated that 

a low grade on performance normally costs PA&E $15,000 

per point. He continued that as an instance, on one occasion, 

when PA&E was unable to provide good services because of 

equipment being destroyed in a "fire fight", this was explained 

in the narrative of the report grading them. Even though 

15 was explained in the narrative as to why the services 

could not be performed, and that under the circumstances 

PA&E did the best job they could, they were graded with a low 

grade because their service did not get performed. 


He commented that this particular illustration 
was used in a conference and discussion with contracting 
officers since the low grade does cause РАКЕ money, and 
they have been requesting that instances like this be taken 
into consideration in the grading, and the practice of grading 
solely on whether the job was done or not be discontinued. 


b6 


voluntarily commented that the General ae 


Accounting Office had done an audit on the Saigon end of 

this contract at the request of Senator RIBICOFF. Не ` 
continued that this audit was based on comments about the 
operation of РА«Е and the Army's Logistical Command made 

on the floor of the U. S. Senate by RI 0 ollowing which 

he instituted the audit. According fof RTBtOoFE, himself, 
was in Saigon, Vietnam when the audit was being performed 

making personal inquiries as to alleged mispractices between 
the two. He stated that as best he recalls, this was either 
late 1968 or early 1969. . | ae 


Upon further inguiry,| ___ advised that copies of Бе 
specifications for all the equipment purchased would be contained 276 
in the files of РА«Е. Не added, however, some would be stored 

in Los Angeles and others in Saigon, and noted that he thought 

the U. S. Government would also be in possession of copies of 

all specifications under the contract. 


As to the list of his employees and former employees 
being furnished, he commented that he has wired Saigon for 
additional information on some employees, and has also requested 


~ 5 ~ 
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Saigon to identify and furnish the paper work containing 
the background as to why the shipment made via the "Evie W" 
was shipped by that method. He stated as soon as received, 
this information would be furnished. 


On April 22, 1970| | 
ا‎ Los Angeles, advised he is still seeking 
0 


insure that all purchase orders relative to the contract 
with PA&E in their possession are located for review. Не 
stated that he would advise immediately upon completion of 
all logical checks along this line. 
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Forwarded herewith to the LA office is a copy of 
GAO report dated 1/6/69 captioned "Pacific Architects and 
Engineers, Inc. Operations for Management, Maintenance, and 
Repair of Property Republic of Vietnam. This report will relate 


to request set forth in re report and was furnished to SA D 
P| MEO | рс зг Facilities and Support г 


Services, Defense Division, General Accounting Office, Room 2 
6456, GAO Building. 
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Los Angeles. 
Washington Field letter to Los Angeles dated 6/3/70. 
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AT LOS ANGELES, CALIFO : liow this matter with 
Assistant United States Attorney Los Angeles, to b6 


determine what further investigation may be required. bic 
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b7C 
Report cf: Office: Los Angeles, California 
Date: 21770 ' M 
Field Office File Ж 16-9393 Bureau File : Д6-564809 
; . c 


WALTER WOLFE BAUER; 
Pacific Architects and Engineers, 
Incorporated 

Los Angeles, California 

Зее —C U i 

Character: FALSE CLAIMS = CIVIL 


Synopsis: Pacific Architects and Engineers (PA&E), Incorporated, 

Los Angeles, furnished documents for justification of 
the shipment of 58 Bronco Trucks via the foreign flag 
vessel "Evie-W". Results of investigation by General 
Accounting Office and Defense Contract Audit Agency at 

| | the request of Senator RIBICOFF ав to tnis contract in 

i Vietnam is. set forth. Investigation at Defense Contract 

| Area Service Region - Los Angeles (DCASR-LA) determined 

| only purchase orders assigned for handling at Los Angeles 

| for stateside purchases ру РА&Е are in their possession. 
DCASR agencies throughout the United States would each 
have in their files those purchases assigned to them for 
handling. DCASR-LA advised that a complete file of 
purchase orders should be in the possession of the army's 
Procurement Section and in this instance that would | 
probably be the United States Army Procurement Agency іп 
Vietnam who is the contract administrator for contract 
DAJB-1167-C-0001. 


a pude 
ENCLOSURE: 
TO USA, LOS ANGELES 
Теп (10) fanila folders containing purchase orders 
and their revisions furnished by Defense Contract Area Service 
Region - Los Angeles, and one (1) copy of a 94 page report to 


Permanent Subcommittee on Investigations, Committee on Govern- 
ment Operations United States Senate. entitled, "Pacific Architects 


This document coniains neither recommendations nor conclusions of the FBI. It is the property of the FBl and is loaned tc 
your agency; it and Its contents are not to be distributed cutside.your agency. š 


М ЧҮ U.S. GOVERNMENT PRINTING OFFICE: 1957-0 273-878 
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and Engineers, Incorporated, Operations for Management, 


Maintenance, and Repair of Property Republic of Vietnam," 


Department of Army, by the Comptroller General of the 
United States. t 


LA’ 40-9393 =, 


DETAILS: 


pril 27, 1970, Executive Vice President 
Pacific Architects ang Engineers (PASE), 
ncorporated, advise ісіпа11у 


and is eligible 

rehire by their company. He added the forwarding address 
j hi any is 

stated that documentation for 

e shipment via the foreign flag vessel "Evie М" has been 

required by the company and, therefore, the company is 

presently researching in Saigon for these records. 


By communication dated May 7, 1970, 
advised that in response to the query as to why the ship 
"Evie W" was used to transport equipment and material to 
Saigon under their Government contract number рА2В-1167-С-0001, 
he was furnishing several documents which support his 
recollection that the lack of Government equipment and 
materials in Vietnam during the big buildup there created 
а situation whereby the military forces the large construction 
contractor (RMK), other contractors, and PA&E were all 
competing for the same limited material, equipmeht, and 
shipping space. In addition, lack of docking facilities in 
Vietnam aggravated shipping conditions at that time. 


He stated he regretted that the documentation is 
not as clear as it could be as records concerning the 
shipping being retired a_few years ago in Saigon became a 
problem in this el ЕЕ the following 
documents set forth hereafter: 


A. PA&E notification to Saigon of the availability 
of a charter vessel. 


B. The urgency of PA&E's requirements and the 
approval oi the contracting ofiicer to ship by commerical 
vessel, 


C. PASE cable to Saigon advising that the charter 
vessel was a Liberian flag vessel carrying aid and relief cargo 
to Vietnam and requesting the contracting officer's authority. 


b6 
b7C 


b7C 


b6 
b7C 
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D. Cable from Saigon advising that contracting 
officer's approval had been obtained to utilize this 
ship. 


E. PA&E cable requesting authority to ship 56 
Bronco trucks on the same ship. 


F. Cable granting authority to ship Bronco trucks. 


G. Cable granting authority to ship steel buildings 
оп. the same ship. 


H. Purchase orders approved by contracting officer 
indicating shipment by Insular Navagation Company, Ltd. 


I. Bill of lading. 
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Truck, Бир, 5 Ton, 6x6 
U/Ec;uipment, І.П.С. Hodel 
Est. Cost $6,427.35 ea, 
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Truck, Tank, 3 Топ, 4x2 Dodge 30 `: 
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d 07011 7 
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д iL $ А 
6 wheels, 4 drive and 2 steer- 


ifixer cencrete, iier 97 

mounted, sasoline, liquid 

cooled, 4 wheels, pneumatic tires 

16 cubic ft side discharce | 
Est. Cost $5,194.90 аа. 


a 11 
1 ack? : 
form punper typo. 500 GT, ` 
2-1/2 ton chassis | | ou DE 
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Review of the information furnished by DCASR-LA 
Getermined that in a'memorandum from the Commanding General, 
United States Army Aviation Material Command, St. Louis, 
Missouri, it is shown that the United States Army Procurement 
Agency, Vietnam, is the contract administrator for contract 
DABJ~1167~-C~OO01. ‘his memorandum is dated March 9, 1967. 


A review of the purchase orders show that purchase 
order 4162, issued to the International Harvester Company, 
Post Office Box 1205, City of Industry, California, dated 
March 29, 1967, shows this to be the purchase of Klein K-30, 
1,300 gallon, sewage collection tank mounted on International 
Model 1600, А x Д chassis, blue, Federal spec. TT-E-489D, 
number 15177. Quote dated February 8, 1967, calling for 
eight each at $7,922.60 ane spare tires, four each at $84.00 
a piece, total of purchase order was $64,052.80. A.notation. 
shows both special provisions and general provisions. are to 
include addenda 1, 2, and 3. 


Purchase order 4165 dated March 31, 1967, calls 
for K-100 standard construction model, 1,000 gallon tank 
mounted on International 1700 Loadstar, 4 x 4, with two 
20 foot hose sections, complete with quick couplers and hose 
tubes. Space for spare tire, blue, Federal spec. TT-E-489D, 
number 15177. It is noted that front and rear sprayheads 
and heater with defroster are deleted from the above require- 
ments. Quote is dated February 2, 1967. 


Purchase order 4171 was issued to the American 
international Equipment Company, San Francisco, California, 
calles for eight number 3825-382-9001 distributors, water, 
1,000 gallons, mounted on Dodge model D-400, 4 x 2 drive. 
The quote is. dated February 28, 1967, and indicates it to 
be clear blue, number 15177, Federal spec. TT-E-1190. 


Order number 4177, issued to Chrysler Corporation, 
Export-Import Division, 2031 Pioneer Street, San Mates. 
California, is dated April 7, 1967, aad is set forth as fire - 
fighting equipment set for structural with truck including 
spare tire, 825 x 20 - 10 ply rayon std. tread, with 20 x 6:00 
TT six stud disk wheel and tire carrier. The fire fighting 
equipment shows 11 each at a figure of $20,444.72 an^ the 
described spare tire at 0111.00 each for 11 units.. This 
quote is daved February 15, 1907. 
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Contracting Officer, DCASR-LA,L_ |] b6 
advised that DCASR-LA would only get purchase orders. bie 
assigned to DCASR-LA and, that other purchase orders handled 
by DCASR would be handled by the office they are assigned 
to for inspection et cetera and, therefore, could be Spread. 
out among all offices of DCASR in the United States since 
this contract called for materials purchased throughout the 
country. 


He once again advised that he could think of no 
way that he would know wherein all of the purchase orders 
under this contract could be reviewed, specific types of 
equipment picked out, the specifications obtained, and 
thereafter compared to the bids, purchases, ang inspection | 
of equipment in the field. He added that should а way be 
found, it was his opinion the man-hours required would be 
completely and absolutely prohibited. 


= = “+ —. 


Facilities and Support Services b6 
pefense Division, General Ассо = 156, — b7C 
Washington D. C., furnished SA а copy 


of General Accounting Office report dated January 6, 1969, 
captioned, Pacific Architects and Engineers, Inc., Operations 
for Management, Maintenance, and Repair of Property, 

Republic of Vietnam, 


The complete report is enclosed for the United 
States Attorney's Office, Los Angeles. 


This report sets forth the following as to why the 
review was made and the findings and conclusions as well as 
recommendations апа suggestions as set forth below: 


А PECES 


` ‘REPORT TO THE PERMANEN PACIFIC ARCHITECTS AND 
SUBCOMMITTEE ON INVESTIGATIONS, И ENGINEERS, INC., OPERATIONS FOR 
COMMITTEE ON GOVERNMENT OPERATIONS MANAGEMENT , MAINTENANCE, AND 
UNITED STATES SENATE REPAIR OF PROPERTY-=REPUBLIC OF 
- VIETNAM B-159451 


DIGEST 


WHY THE REVIEW WAS MADE 


The Chairman, Senate Permanent Subcommittee on Investigations of the 
Committee on Government Operations, requested the General] Accounting Of- 
fice (640) to review the operations of Pacific Architects and Engineers, 
inc. (PARE), for management, operation, maintenance, and repair of prop- 
erty in the Republic of Vietnam. 


PINDINGS AND CONCLUSIONS 


GAO'S observations were based primarily on examination of reports of the 
Defense Contract Audit Agency (DCAA) and other internal agency reviews 
and on limited supplementary GAO tests of the contractor's records. As 
adreed to with the Subcommittee, САО issued its report without having 
ébtained advance comments of the contractor or the contracting agency. 


Highlights of CAO observations are: 


«Army studies concluded that additional costs were incurred--esti- 
mated at.several million dollars in fiscal year 1968--because PA&E 
paid Vietnamese employees at rates in excess of Army prescribed wage 
Schedules and because of overgradings and misclassifications of per- 
sonnel. Іп addition, GAO concluded that significantly higher sala- 
ries were paid to Third Country National employees by PA&E than were 
paid by other U.S. contractors in Vietnam. Furthermore, САО esti- 
mated that over $400,000 is being incurred in the fiscal year 1969 
because of payments of English language differential to empioyees 
who are not language qualified. (See p. 11.) 


“The fiscal year 1967 contract was modified to provide a fee increase 
which appeared questionable by $460,000 when compared to the rate. of 
fee established when the contract was awarded. It appeared that the 
fee on a fiscal year 1968 contract was excessive by about $314,000, 
because no consideration had been given to fee reduction when the 
contract scope was significantly curtailed. An additional $520,000 
appeared questionable as a result of a fee allowance fur an eaii- 
mated increase in personnel which did not occur. (See p. 23.) 


--Army inspections and GAO tests indicate that PA&E's control of 
Government-owned equipment and materials has not been fully effec 
tive. Ап. Army report- stated" that PA&E employees had asnarertly 
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participated in the theft or misappropriation of equipment valued at 
more than $1 million. (See p. 28.) 


--inability of the Army to provide PA&E with agreed-on Government- 
furnished equipment resulted in a need for PA&E to procure the 
equipment. Army estimates showed that procurement by PA&E would 
cost about $1 million more than procurement by the Government. Іп P 
addition, an Army report concluded that another.$1 million was in- 
curred as a result of PA&E's awarding procurements to other than the 
low bidder. Furthermore, the Army estimated that over $1 million 
could be saved if equipment being rented by PASE were furnished by 
the Government. (See p. 46.) 


--бА0 concluded that PA&E's computer system had not been properly | 
planned and was not being adequately utilized. А DCAA review indi- 
cated that about $14,000 of rental was incurred for equipment ac- 
quired but never used. (See p. 60.) 


--DCAA concluded that PA&E had submitted an unrealistically low pro- 
posal to obtain a fiscal year 1969 contract subject to competitive 
procurement. (See p. 65. 


--It appears that maintenance funds used for renovation of the Grand 
Hotel and for other construction-type projects exceeded the legal 
limitation for expenditures for minor construction. (See pp. 69 
and 72.) . 


` --DCAÀ questioned costs claimed by an affifiate of РАХЕ, because of 
lack of supporting records and the possibility that the affiliate 
had obtained items from PA&E for which PA&E had авар been reim- 
bursed. (See p. 77.) 


YECOMMENDATIONS OR SUGGESTIONS 


GAO recommends changes іп contract terms and management techniques of 
the Army and PA&E in the areas of personnel administration, Government- 
furnished property, the contractor's management information system, 
method of awarding contracts, and cost reimbursements to the PA&E affil- 
iate. GAO recommends also that the Army recover, where appropriate, 
certain amounts paid to PA&E. (See pp. 22 to 83.) 


ZNCY ACTION 


GAO noted that some corrective actions had been taken by the Army zd 
that there was room for considerable improvement. 


‘UES FOR FURTHER CONSIDERATION че. 


САО is requesting: the- Department sf Defense and the contractor із fur- 
nish the Chàlrman.with comments оп the findings, including information. 
on further corrective actions taken. 
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UNATED STATES DEPARTMENT OFMEUSTICE 
e FEDERAL BUREAU OF INVESTIGAS PN 


Copy to: 1 - USA, Los Angeles 
Report of: Office: Los Angeles, California ue 
Date: | = | 
Field Office File #: ` 1629393" = li | Bureau File £ 46-56889 
Title: 
WALTER WOLFE BAUER; 
Pacific Architects 
and Engineers, inc. 
Los Angeles, California 
Character: 253 T 
FALSE CLAIMS - CIVIL | 
Synopsis: 0. 5. Attorney, Los Angeles, advised no further 
investigation appears necessary at this time. 
E p- . 
DETATLS _ i T 
= July de. 1970, Assistant U.. S. Attorney (AUSA) ' 
Civil Division, U.-S.-Attorney!8 Office, Los 
ngeles, California, advised he was still reviewing the 


“results of investigation conducted and documents obtained in 
this matter. He suggested at this time that further investi- 
gation be held in abeyance pending completion of his review. 


On July 31, 1970, AUSA[ — ]was again contacted, bs 
at which time he advised that some of the documents located b7C 
and the results of investigation conducted is being referred 
to the Department of Justice, Washington, D.C. He stated he 
therefore feels no further investigation would be needed by his 
office at this time. 


4 Е : _— 


oe 
This бейет contains neither recommendations nor conclusions of the FBI. It is the property of the FBI and is leaned to 
your agency; it and its contents are not to be distributed outside your agency. 
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TITLE ОҒ CASE 4 REPORT MADE BY TYPED BY 
WALTER WOLFE BAUER; CHARACTER OF CASE s | 
Pacifie Architects and Be | 
Engineers, Inc., BIC | 


Los Angeles, California FALSE CLAIMS - CIVIL 


REFERENCES : Report of s jdatea 8/10/70, iuc 


at Los Angeles. 
= Bs 


LEADS 
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AT LOS ANGEL : 111 follow with Assistant ЕЕ 
United States Attorney to bring this matter to ue 
a logical conclusion a e earliest possible date. 
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Qo STATES DEPARTMENT Ф тсе 
" FEDERAL BUREAU OF INVESTIGATION 


Copy to: i - USA, Los Angeles 
Я b6 
Report of: SA Oficios Angeles, California pyc 
Date: 11 
Field Office File # 46-9393 Bureau File # 46-56489 
Ши 11222 2022 24221) bre 
WALTER WOLFE BAUER; 


Pacific Architects and 
Engineers, Inc. 
Los Angeles, California ; 


КЕБЕЙ 
Characters: FALSE CLAIMS - CIVIL 
Synopsis: =, 
This matter has been ` ` RTE . se 
i t U. S. Attorney us 
С will advise what further с 
Investigation, if any, should be conducted. 
DETAILS : Е 
| i tact with Assistant United States 
Attorney Civil Division, United States Attorney's Pf 
Office, Los Angeles, California, between August 25, 1970, and Ene 


September 23, 1970, determined that no word has been received 
from the Department of Justice concerning his recommendation 
that no further investigation be conducted in Los Angeles. 


Assistant United States Attorneyg|[ | b6 
during October 1970, left the employ of the United States Bic 
Attorney's Office and the Government service. This matter 


ia — pers to Assistant United States Attorney 


This document contains neither recommendations nor conclusions of the FBI. It is the property of the FBI and is loaned to 
your agency; it and its contents are not to be distributed outside your agency. 
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Following review of this matter, 
advised on November 24, 1970, that he could not locate a 
request for Department opinion in this matter or an answer 
from them. He stated 10а where former Assistant 
United States Attorney recommended no further 
action be taken in Los stated that he would 
at the first opportunity resolve this matter and bring it up 
to date, and advise& what further investigation, if any, 
should be conducted. 
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LOS ANGELES LOS ANGELES 1/28/71 12/29/70 - 1/11 Гат 
TITLE OF CASE : REPORT MADE BY 


TYPED BY 


ЕЕ kml 15. 
WALTER WOLFE BAUER; CHARA R OF CA 
PACIFIC ARCHITECTS AND 
ENGINEERS, INCORPORATED 
LOS ANGELES, CALIFORNIA FAISE CLAIMS - CIVIL 


REFERENCE: Report of Saal [iatea 11/30/70, at b6 
Los Angeles. 


b7C 
"mor 
LEADS 
LOS ANGELES 
AT LOS ANGE : 111 continue to follow E 
this matter with AUSA to bring this matter to b6 
a logical conclusion a е earliest possible date. b7C 
уы 
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aa «б. STATES DEPARTMENT OF Brice 
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Copy to: 1 - USA, Los Angeles 


Report of: : Office: Los Angeles, California С 
Date: 1/29/71 


Field Office File #: 46-9393 Bureau File #: 16-56189 
ы b6 
Title: b7C 
UER 5 
ENGINEERS, INCORPORATED 
LOS ANGELES, CALIFORNIA 
Af 
Character: FALSE CLAIMS - CIVIL 
Synopsis: Periodic contacts with AUSA, Los Angeles, determined 
complete review of this matter has not been completed 
and to date no further action has been desired. 
B 2: 
DETAILS: 
with Assistant United States Attorney (AUSA) 
Civil Division, United States Attorney!s xe 
ice, LOS Angeles, California, on December 29, 1970, and 
Janua etermined that former United States Attorney 
(USA) had recommended that а recommendation be 
Sent to e Department of Justice suggesting no further 
investigation need Бе conducted at Los Angeles, California. 
However, thig rec ion was not forwarded to the Department 
of Justice. continued that due to the records 
involved and е complicated nature of this matter, he has 


not been able to complete a review which would enable him 
to reach a logical conclusion or make a recommendation as to 
further investigation. 


НИИ |4: 122 he would advise when his review b6 
is completed and what action, if any, may be required in the bye 
future. 
-1х - 
This document contains neither recommendations nor conclusions of the FBI. It is the property of the FBI and is loaned to 


your agency; it and its contents are not to be distributed outside your agency. 
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TITLE OF CASE REPORT MADE BY TYPED BY 


b6 
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LTER WO BAUER; | CHAR? 


KU 
Pacific Architects and 
Engineers, Incorporated, 
4 Tos Angeles, California FALSE CLAIMS - CIVIL 


FD-265. A 12-19-67) 


REFERENCE: Report of SSA| jdatea 1/28/71, Per 


at Los Angeles. d 
| ape 
` IEADS | 
LOS ANGELES (5 
АТ LOS ANGELES, CALIFORNIA: Will this 

matter with Assistant United States Attorney © b6 

bring this matter to a logical conclusion at the earliest possible bic 

time. 
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uno STATES DEPARTMENT OF Auc: 
FEDERAL BUREAU OF INVESTIGATION 


| Copy to: l - USA, Los Angeles 
Report of: MEME Office: Los Angeles, California 
Date: 
Field Office File Ж: 46-9393 Bureau File #: 46-56889 
Title: 


WALTER WOLFE BAUER; 
Pacific Architects and 
| Engineers, Incorporated, 
| Los Angeles, California 


| Character: 
| FALSE CLAIMS - CIVIL 
Synopsis: 
Review of this matter by AUSA, Los Angeles, not 
completed to date and no decision &to need for 
further investigation reached. 
-Pu 
DETAILS: 


11, 1971, Assistant United States Attorney 
Los Angeles, advised that to date he has 
not complete is review of the numerous documents in this 


matter and therefore has not coneiudéd. as to whether or not 
further investigation in this matter would be necessary or 
requested. 


-1*- 


This document contatns neither recommendations nor conclusions of the FBI. It is the property of the ЕБІ and is loaned to 
your agency; it and its contents are not to be distributed outside your agency. 
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REPORTING OFFICE 


LOS ANGELES 
TITLE OF CASE 


INVESTIGATIVE PERIOD 


5/t/Ti - 5/14/71 


WALTER WOLFE BAUER; 
PAOIPIO ARCHITECTS AND 
ENGINEERS, INCORPORATED, 


LOS ANGELES, CALIFORNIA FALSE CLAIMS - CIVIL 


\ REFERENCE: Report of SaA[ — — [9афеа 3/17/71, b6 


N at Los Angeles. b7C 
Y spa 
LEADS 
LOS ANGELES 


.. АТ LOS ANGE : Continue to follow 
this matter with AUSA to bring this matter b6 
to a logical conclusion a е earliest possible time. BIG 


ACCOMPLISHMENTS CLAIMED 7 NONE ACQUIT-| case nas BEEN: 
TALS 


CON VIC. | AUTO. FINES SAVINGS RECOVERIES 


PENDING OVER ONE YEAR [_]ves [мо 
PENDING PROSECUTION 
OVER SIX MONTHS Eres (Jno 
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transferred to AUSA[ |Тов Angeles, for his 
review and handling. 


Copy to: 1 - USA, Los Angeles 
Report of: w Office: Los Angeles, California n 
Date: | 
Field Office File Z: 46-9393 Bureau File Я: 16-56489 | 
Title: xu 
PACIFIC ARCHITECTS AND ENGINEERS, INCORPORATED 
LOS ANGELES, CALIFORNIA 
Character: FALSE CLAIMS - CIVIL 
Synopsis: Review of this matter not completed 
load_and case % USA b6 
ES. AUSA who has no BIC 
ай an opportunity to review. о decision as 
to need for further investigation reached. 
„ры 
DETAILS: 
Assistant United States Attorney 
(AUSA) Los Angeles, California, advised be 
he was Unable to complete a review of this matter. Не BIG 
continued that due to his work load the matter has now been 


On May 14, 1971, Aw] ____laavisea he һе 
has not been able, to date, to begin a review of this Bie 
matter. The matter was briefly discussed with him, at 


which time he advised he would begin а review of the 
matter as soon as possible to determine if further 
investigation appears required. 


-1%- 


This document contains neither recommendations nor conclusions of the FBI. It is the property of the FBI and is loaned to 
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at Los Angeles. 
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те [ umm. bic 
WALTER WOLFE BAUER; 


PACIFIC ARCHITECTS AND ENGINEERS, INCORPORATED 
LOS ANGELES, CALIFORNIA 


Character: FALSE CLAIMS - CIVIL 
Synopsis: Review of this matter has not been completed by 


AUSA, Los Angeles, and therefore no decision as 
to the need for further investigation has been 


reached, 
= p< 
DETAILS: x 
n July 20, 1971, Assistant United States Attorney | 
(L d Los Angeles, California, advised due Be 
to the current work load he has not been able to date to Bic 


review this matter, however, would do so at the earliest 
possible opportunity so as to determine if further investi- 
gation will be required, 
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REFERENCE: Report of sal Ма 7/30/71, са 
at Los Ángeles. 
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LEAD 
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` follow this matter with AUSA to bring b6 
this matter to a logical conclusion at the earliest BIG 
possible date. 
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. WALTER WOLFE BAUER; 


PACIFIC ARCHITECTS AND ENGINEERS , INCORPORATED 
LOS ANGELES, CALIFORNIA’ 


Character: FALSE CLAIMS - CIVIL 


Synopsis: Review of this matter has not been completed by ` 
AUSA, Los Angeles, and therefore no decision as 
to the need for further investigation has been 
reached, 


-Р- 
DETAILS: 


On Se Assistant United States 
Attorney (AUSA) Los Angeles, California, 
advised that the review o his matter is still being done 


and a determination, if further investigation will be 
required, has not been reached to date, He advised that 
he hopes to complete this matter within the next 30 to 
60 days. 
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WALTER WOLFE BAUER; CHARACTER OF CASE 

Pacific Architects and 

Engineers, Incorporated, 

Los Angeles, California FAISE CLAIMS - CIVIC 


2 ot M — — utes 
Е 9/22/71, at Los Angeles. 
T^ + 


LEADS 
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AT LOS ANGELES, CALIFORNIA: Will continue to 
follow this matter with Assistant United States Attorney, 
a e earlies 


to bring the matter to a logical conclusion 
possible date. 
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FEDERAL BUREAU OF INVESTIGATION 


1 - USA, Los Angeles 


Report of: Office: Los Angeles, California 
Date: 

Field Office File %: 46-9393 Bureau File # 46-56489 

Title: 


WALTER WOLFE BAUER; 

Pacific Architects and 
Engineers, Incorporated 
Los Angeles, California 


Character: 


Synopsis: 


FALSE CLAIMS - CIVIC 


Review of this matter by United States 
Attorney, Los Angeles, has not been 
completed and therefore no decision 

as to the need for further investigation 
has been reached. 


= Вы 


DETAILS: 


ember 16, 1971, Assistant United States 
Attorney, Los Angeles, California, advised 
the review o в matter is still being done. He continued 
he feels the review will not be completed before the latter 
part of December, 1971, and therefore does not feel any 
determination as to further investigation can be made prior 
to that time. 
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Engineers, Incorporated, i 
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P REFERENCE: Report of saal sated 11/18/71, st 


at Los Angeles, Ae 
-Pp- 
LEAD 
LOS ANGELES 
AT LOS ANGELES, CALIFORNIA: ‘Will continue to follow 

this matter with Assistant United States Attorney a £ b6 
NENNEN bring the matter to а logical conclusion at the 7» РТС 
earliest possible date, Ж 
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Report of: ЕНЕСІ Office: Los. Angeles, California е 
Date: 1 31 72 


Field Office File #: 16-9393 Bureau File#: 46-56489 


Title: 
WALTER WOLFE BAUER; 
Pacific Architects and 
Engineers, Incorporated, 
Los Angeles, California 
©зше 
Character: FALSE CLAIMS - сту 


Synopsis: Review of this matter by USA, Los Angeles, not as 
yet completed and therefore no decision as to the 
need for further investigation has been reached, 


"E 
DETAILS: 


, 1972, Assistant United States Attorney 
(AUSA) Los Angeles, California, advised that 
this matter is still under review and he anticipates that it 
will be at least another month before review can be completed, 
He again advised that no determination ав to the need for 
further investigation can be made prior to that time, 
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"ERE Еш mx 
pH kd P6 
WALTER WOLFE BAUER; HARACTER OF CA 


PACIFIC ARCHITECTS AND 
ENGINEERS, INCORPORATED, 
LOS ANGELES, CALIFORNIA FALSE CLAIMS - CIVIL 


REFERENCE: Report of SaAA[ ° — [dated 1/31/72, ь6 


at Los Angeles, b7C 
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LEAD 
p^ E 
LOS ANGELES 


AT LOS ANGELES, CALIFORNIA: Will continue to бе 
follow this matter with AUSA to bring — b6 
this matter to a logical conclusion a e earliest b7C 


possible date, 
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Copy to: l - USA, Los Angeles 
Report of: C — Office: Los Angeles, California an 
Date: 
Field Office File #: 16-9393 Bureau File; 46-56489 
WALTER WOLFE BAUER; 


PACIFIC ARCHITECTS AND 
ENGINEERS, INCORPORATED, 
LOS ANGELES, CALIFORNIA 
KERNA: 
Character: FALSE CLAIMS - CIVIL 


Synopsis: Review of matter completed by USA, Los Angeles, 
USA, Los Angeles, has requested a determination 
from the Department of Justice and advised a 
decision as to the need for further investigation 
would be reached upon receipt of an answer from 
the Department of Justice. 


- P - 
DETAILS: 

On Fe ssistant United States 
Attorney (AUSA) Los Angeles, California, b6 
advised that he had completed his ег b7C 
and following a discussion with SA he 


advised that he would again look the matter over to see 
what further action was necessary and if further invest- 
igation would be required a letter would be directed to 
the FBI, Los Angeles, California, with such a request. 


On March 13, 1972, AUSA[  eávisea that b6 
he has now decided not to request additional investigation boe 
at this time and felt that possibly an inquiry of the 
Department of Justice would be made since it appears 
that sufficient investigation to resolve this matter has 
previously been conducted by the Defense Contract Audit 
Ageney and the General Accounting Office, 
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LA 46-9393 


On April 18, 1972, ausa[ __laavised he b6 
has written the Department of Justice based on his bic 


review and that a determination of whether or not 
further investigation will be required in this matter 
will be made upon receipt of an answer to his letter 
to the Department of Justice, Washington, D. C. 
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REPORTING OFFICE DATE INVESTIGATIVE PERIOD 
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кол == A — —— — et» 
WALTER WOLFE BAUER; TARACTER UF СА E 


PACIFIC ARCHITECTS AND 
ENGINEERS, INCORPORATED, 
LOS ANGELES, CALIFORNIA FALSE CLAIMS - CIVIL. 
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at Los Angeles. 
_ P- 
LEAD 
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AT LOS ANG. 2 Will continue to follow 
this matter with AU to bring this matter to Be 
a logical conclusion at the earliest possible date. BIG 
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Сору fo: 1 - USA, Los Angeles 

Report sss Ofic: Los Angeles, California р 
Date: 6/27/72 

Field Office File #469393 Bureau File # 46-56489 


Wi UER 


PACIFIC ARCHITECTS AND ENGINEERS, INCORPORATED, 
LOS ANGELES, CALIFORNIA 


Character: FALSE CLAIMS - CIVIL 


c 


Synopsis: AUSA, Los Angeles, advised that as of 6/19/72, 
no answer had been received from the Department 
of Justice to his letter. Не continued that in 
the past week he has directed another letter to 
the Department requesting an answer inasmuch аз 
the Statute of Limitations must now be considered. 


«p = 
DETAILS: 


Periodic contacts w 
United States Attorney (AUSA) 
Los Angeles, California, be 4 
1972. Ав of June 19, 1972, advised he has not as 
yet received a reply from the Department of Justice concerning 
his letter written in April 1972, and has, within the past 
week, written to the Department again. He commented his 
last letter concerned the fact that the Statute of Limitations 
in this matter is drawing near and suggested a decision be 
reached in the near future as indicated by the Statute of 
Limitations. 


Civil Division, b6 
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FALSE CLAIMS - CIVIL 


b6 
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AT LOS ANGELES, CALIFORNIA: 


= HLFORNIA: Will follow with AUSA 52. 
[ ` | Civil Division, Los Angeles, for the Department 0 


Justice decision on this matter. 
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Copy to: 1 - USA, Los Angeles 
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s< e — OW Los Angeles, California PŠ. 
‘Date: Š 


- Field Office File #: 46-9393 | _ Bureau File #: 16-56189 


. Title: b6 
- b7c 
> 2 
PACIFIC ARCHITECTS 
AND ENGINEERS 
LOS ANGELES, CALIFORNIA 


FALSE CLAIMS - CIVIL 


a ma x M SST CCL SRC LET BOW SEE CONC DTW ТА‏ سات میت 


Character: 


Synopsis: 
United States Attorney, Los Angeles advised no 
further investigation deemed necessary at this 
time, 


жары 
DETAILS: 


72, Assistant United States Attorney 
(AUSA ) Civii Division, United States Be 
Attornéy's Ice, Los Angeles, Cdifornia stated the bic 


Department of Justice has advised that they have requested 
the Devartment of the Army to advise them of any : 
administrative action taken relative to the audit conducted 
by General Accounting Office and Defense Contract Audit 
Agency in regard to Pacific Architects and Engineers 
operations in Vietnam. He stated that they indicated that- 
upon receipt of that information they would rule on his 
гесотте i gainst the filing of a civil suit in this 
matters ~~ Jeontinued that the Department in their 
1. letter instructed that no further action be taken by his 
Office pending further instructions from them. 


On August 3, 1972, AUSA 1 | 4 that b6 
no further instructions had been received from the Depart- : BIE 
ment of Justice in this matter. He added he would advise 

this office by letter if any further investigation is 

deemed necessary in the future. 
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TITLE OF CASE REPORT MADE BY TYPED BY 
a : 
WALTER WOLFE BAUER; CHARACTER UF CA mS 
PACIFIC ARCHITECTS AND 
ENGINEERS, 
LOS ANGELES, CALIFORNIA FALSE CLAIMS - CIVIL 


+ , 
/t 
[i REFERENCE: Report of SAA [ Jaatea 8/9/72, at ге 


Los Angeles. 
EE 
LEADS 
LOS ANGELES 


| ANGELES, CALIFORNIA: Will follow with AUSA 
Civil Division, Los Angeles, for the Department b6 
of Justice decision in this matter. b7C 
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Date: 


Field Office File #: A6 -9393 Bureau File#: H6 -56489 
mo | | bre 
WALTER WOLFE BAUER; 


PACIFIC ARCHITECTS AND ENGINEERS , 
LOS ANGELES, CALIFORNIA 


Character: FALSE CLAIMS - CIVIL 


Synopsis: USA, Los Angeles, advised no further decision 
has been reached by the Department of Justice 
and further investigation will be held in 
abeyance until the Departmental decision is 


made. 
s P 
DETAILS: 
On September 18, 1972, Assistant United States 
Attorney (AUSA) Civil Division, United b6 
States Attorney's ice, Los geles, California, advised b7C 


that the Department of Justice has not advised him of any 
decision in this matter and he intends to take no further 
action until such a decision is made as per Departmental 
instructions to him in their letter of June 19, 1972. 
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PACIFIC ARCHITECTS AND ENGINEERS, 
LOS ANGELES, CALIFORNIA 
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ADMINISTRATIVE 


FEDERA@ BUREAU or INV@s 
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PACIFIC ARCHITECTS AND ENGINEERS, 
LOS ANGELES, CALIFORNIA 

ші FALS# CLAIMS - CIVIL 

Synopsis: No further instructions received by United 
States Attorney from Department of custice. 

apt 
DETAILS: | 
b6 


ntact was made with Assistant United States Attorney  b7c 
Civil Division, United States Attorney!s Office, 
Los Angeles, California on October 24, 1972, and November 20, 1972. 


As of November 20, г ` no further information 
concerning this matter hàs been received from the Department of 


justice and he will take no further action in this instance 
pending their instructions. 


This document contains neither recommendations nor conclusions of the ЕБІ. It is tHe property of the FBI and is loaned to your agency; it and its contents 
are not to be distributed outside your . gency 1/2 46. dnm cated us TAY eem Afer суг, 
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This matter currently is in inactive status at United 
States Attorney's Office, Los Angeles, pending Departmental 
decision. | 
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United States Attorney for departmental decision Pë! 
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Title: 


Pacific Architects and Engineers 
Los Angeles, California 


Character: FALSE OLAIMS - CIVIL 
Synopsis: No further instructions received from Department 
of Justice by United States Attorney, Los Angeles. 
_ px - 
DETATIS: 


ch 19, 1973, Assistant United States Attorney 
Civil Division, United States Attorney's Office, 
Los Angeles, California, advised no further information has 
been received from the Department of Justice as a reply to his 
questions to them and that this matter will continue to be 
held in abeyance pending their decision. 
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Efforts on November 1h, 1969 to contact| | 
Contracting Officer, Defense Contract Administration Services 
Region / Los Angeles, who services the Pacific Architects and 
Engineers, Ince, contracts met with negative results, 


O. that he was presently оп vac RIG‏ ا 
expeocbed to return until December 8, L o‏ 

she would attempt to ascertain how many contracts were in effect 

with Pacific Architects and Engineers and advise their approximate 

size. 


| Оп December 5, 1969| БЕНЕЕНЕРЕН advised she was 56 
able to locate the following contracts presently outstanding bic 
with Pacific Architects and Engineers, Inc. 


Contract Number DAJB 1167 C page which contains 20 
modifications. 


Contract Number MJB 1168 c 0008 


Contract Number DAJB 1168 C 0009 which contains one 
modification - pending 


Contract Number DAJB 1168 C 0010 which contains one 
modification 


Contract Number DAJB 1168 C 0011 


and Contract Number DAJV 29-66-C 0066 

advised that each of the contracts Pf 
was approximately one inch thick as were the modifications, BIC 
She continued any completed contracts would be considered retired 


and would be in storage. According to all contracts 
between December 1, 1966 and June 30, 7 would be retired and 
further noted that Pacific Architects and Engineers have been 
servicing bases in Viet Nam since 1959 however DCASR / LA began 
as of December 1, 1966. She stated she did not know where any 
contracts prior to DCASR / LA would be. 
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Synopsis: 


six contracts including some twenty-two modifications 
would be involved covering the period June 30, 1967 to 
date. Completed contracts would be in storage starting 
with the beggining.of DCASR/LA on December 1, 1966. 
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| “Daniel Fogel ү) 


5900 Wilshire Boulevard, Suite 2600 


1967, and further prays that this Court may give such other 


‚ and further relief as may be deemed just and equitable in 
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Of Counsel: 


BODLE, FOGEL,, JULBER, REINHARDT 
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LOREN R. ROTHSCHILD 

ROBERT M. TURNER 


5900 Wilshire Bouelvard, Suite 2600 
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Attorney for Plaintiff 


. " Ермен d s ' 
we! ce neut nest amp? % ` . А | 
ii c endgarofit and loss statement for this fiscal yeaz 


Ы a «зле (4) Incom pod 
Е Ses of surplus is fiscal year, 
взасе sheet as of the close of this fiscal year, 
! UP а 
ih, Method of Accounting Employed: Cash Accrual Completed Contract 
ey Federal income tax return [71 ГЛ 


This report . O EJ CI 


Ош taxable year and the period covered by this report аге: The same (Ж) different ІСІ (If different, 
attach explanation. ) 


хес. V. We made f] made по [X] voluntary refunds and voluntary price reductions applicable to renegotiable contracts or 
subcontracts in this fiscal year. If applicable, complete the following: Total voluntary refunds $. 


"Total voluntary price reductions $ 


sec, VI Exemption of Commercial Articles or Services: 

. (a) Answer ONLY if you have self-applied the exemption(Instructions, VI (a): 
We have self-applied the exemption in the amount of $ 
renegotiable sales in Section I of this report. 

(b) Answer ONLY if you have applied to the Boord and received сл exemption for this fiscal year (Instructions, VI (b)y 
The Board has granted our application for exemption in the amount of $ and we have ех- 
cluded such amount from renegotiable sales in Section I of this report. We have not excluded any amounts for 
which exemption was denied. 

(с) Check ONLY if you desire to waive the exemption in whole or in port (Instructions, VI (c) 

Except for any amounts shown in (а) oz (b)'ebove, the exemption is hereby waived (С). 


end have excluded such amount from 


Sec. УП. There were [X] were no [7] changes in the form or control of our organization during this fiscal year, (If there were 
any changes, attach explanation.) | 


sec. ҮНІ. There were [X] were ло [] persons under control of, ог controlling, or under common control with us during this 
fiscal year. (If there were, attach statement showing name and address of each such contractor, with a brief descrip- 
tion of the character of its business and the nature and extent of its relationship with you, and indicating whether it 


had renegotiable business.) (Instruction УП) 


Sec. ІХ. Principal products sold or services Estimated Amounts State whether manufacturing, 


rendered during this fiscal year Renegotiable Non-Renegotiable | aSsembliog, distributing, etc. 


Personnel Services, and 
Repairs & Utilities 


b4 


Certification 


a 


The undersigned certifies, under the criminal penalties provided inSec,105(eX1) of the Renegotiation Act of 1951, that he 
is authorized to sign this report on behalf of the contractor and that the representations contained in this report are true and cor- 


rect to the best of his knowledge and belief. 


Ша corporation: 


California "S : . 
TEIE TETT А Pacific Architects & Engineers, Inc. 
Sept . 10 5 1955 Exact name of contractor (not abbreviated) b6 
b7C 


— — — 
Date of incorporation 


Ша partnership or proprietorship: 


Date business established mature of officer, partner or proprietor 
ERIS ді 2 3 : = €x, ер со 2 2 1298 | 
Sas кесек көкек e A Date of this герой ^ | 
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PACIFIC ARCHITECTS & ENGINEERS, INC. 


Attachment to RB Form 1 
For Fiscal Year Ended December 31, 1967 


I. Item 7. Adjustments from Books to Tax Easis 


CPFF 
Retentions & Suspensions 


Firm Fixed Price 
Retentions 
Retirement Reserves 


Total 
Total 


Item 10. Other Income 


CPFF 
Income from Joint Ventures 
AMPAC Maintenance 
Rompaehr 
M-S Со. 


Fixed Price 
income from Joint Venture 
PASE ~ PBQ&D 


Total 


Xi. Sales were segregated between renegotiable and non-renegotiable 


based on actual contracts. 


ҮІІІ. Companies Under Common Control 


Manneng Corporation 
3540 Wilshire Blvd. 
E Los Angeles, California 90005 


This corporation owns and leases real property. During 
1967 it did construction work in Vietnam under a sub-contract 
from Meadowgold Dairies, Inc. 


b4 


PACIFIC ARCHITECTS & ENGINEERS, INC. 


í 


Attachment to RB Form 1 
For Fiscal Year Ended December 31, 1967 (Cont'd) 


VIII. (Cont'd) 


Kandano Corporation which was shown in 1966 as being 
under common control was merged into Pacific Architects & 
Engineers, Inc. on November 23, 1967. 


Pacific Architects & Engineers, Inc. was a joint 
venturer in the following joint ventures: 


Rompaehr 

M-S Co. 

AMPAC Maintenance 
PASE - PBQ&D 


These joint ventures had renegotiable business. 
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LOS ANGELES / SEATTLE / WASHINGTON, D.C. / ETHIOPIA / GREECE / SAPAN / KOREA / OKINAWA / PHILIPPINES / VIETNAM / TRAIAN 


` 
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25 February 1971 


Western Regional Renegotiation Board 
Federal Building - 7308 

300 North Los Angeles, Los Angeles 
California 90012 


Subject: Assignment No. 85711-67 
Fiscal Year Ended December 31, 1967 


Gentlemen: 


We have reviewed Part 1А, Accounting Section Report of Renegotiation 
for our fiscal year ended December 31, 1967. Тһе following 15 
submitted after our review of the factual data contained in this 
report. 


Page 1 - Paragraph 2а - should state: 

Total employment averaged about 420 regular employees and 
some 26,000 contract employees in South Vietnam and Thailand; 
including American, native and third country nationals, during the 
review year. 


Page 2 - Paragraph 2d 


Manneng Corporation is not a subsidiary of Pacific Architects 
& Engineers, Inc. Manneng is under common ownership. 


Page 3 - Paragraph 3B 


Profits before Federal Taxes and Surplus Adjustment for 
1967 is shown as This appears to be a typing error. 
The correct amount is 


Page 4 - Paragraph 5a 


This paragraph states "Renegotiation sales of the review 
year included fixed fees sel onder CPFF contract DAJB-1167- 
C-0001 that were related to services rendered and costs incurred in 
the 1966 Fiscal Year. Тһе Contractor did not record the fees іп the 


| 
| 
| 


- 
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Page Two 


years of contract performance but ín the year іп which they became 
billable under terms of the contract, i. е., the review year" 


During the performance period of contract DAJB-1167-C-0001 
(July 1, 1966 = June 30, 1967) the Government increased the scope 
of work under the contract and provided for additional funding with- 
out appropriate modifications to fixed fee. On 4 June 1967, Modifica- 
tion Number А-011 to contract DAJB-1167-C-0001 was signed. This 
modification reflected the aforesaid change in scope of the contract 
and provided for additional fixed fee јаз "the increase b4 
in fee for the increased scope of work covered by this modification 
only". 


The portion of the increased fee attributable to 1966 

was derived by allocating the total increase in fee b4 
between 1966 and 1967 on a [cost incurred ratio. | Pacific Architects & 
Engineers, Inc., files its income tax return on the accrual basis. The 
'entire increase in fixed fee of [was for tax purposes reflected 
as income for the Calendar Year 1967 since it had become "fixed and 
determinable" during the year. 1 otiation review of 1967, we 
feel that the additional fee of attributable to 1966 should be 
excluded. This exclusion is appropriate in that it relates income to 
operating costs. This would result in the following: 


. ` “ 4 


Total Renegotiable Business . Nonrenegotiable 
Business CPFF Е.Р. Total Business 
| 
Sales 1967 BS 
Profit 
% of Sales 2.3% 2.2% 2.77 2.37 2.67 


The above restatement affects other areas of the accounting report. | 


А copy of Modification Number A-011 was submited to the 
Renegotiation Board with information requested by Form RB2. Another 
сору is. attached hereto. 


Page 11 - Paragraph 13a - Claims or Litigations Pending 


The Contracting Officer in Vietnam has rendered final 
decisions relative to Final Overhead for the years 1967 and 1968. 
In implementation of this final decision, DCAA has issued a Fora 1 
disallowing| ^ additional for the year 1967. Pacific b4 
Architects & Engineers, Inc., has appealed the final decisions to 
the Armed Services Board of Contract Appeals. А copy of the DCAA 


"PACIFIC ARCHITECTS AND ENGINEERS INCORPOR 
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Page Three 


Fo іс attached. Net income for 1967 would be further reduced 

by if the board rules in favor of the government. b4 
It is the position of Pacific Architects & Engineers, Inc., that 

renegotiation processing of our xeport for the year 1967 must 

take into consideration the aforementioned fee adjustment for 

Contract DAJB-1167-C-0001 and the pending claims with ASBCA. 

Very truly yours, 

PACIFIC ARCHITECIS & ENGINEERS, INC. | 
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Геза Cito 2112020 00-5205. 22009-25 263032(2020.3500) OA £6T-D-13l 


The above-numbered contract Ís modified as follows: 
WiEIEAS, tho Contractor has beon called upon to porto vork boyond tha е 
‘of this contract, and | 


РАКА the Contractes io міоми thie work, and 


- 


VUCAEAS, the Contractor cad tho Qovoriiont aeea thas ecrtain clauces in this 
contract : оқыла be updated, and addi tions. рссосвоху Gluuscs chould bs айдау 


« 
өз 


IT 18 HERBUY AOREED тите * og | XEM 


1, Articolo 1 40 doloted end tha following 4B cubatituted theroferes 


нле с2о т, бооро of Моп: + 5 р ‚ 


к; с og "дь Tho Conteestor shell provido tho mwergenent aad TON IRE 
for oporcting cud meinteining tho phyct cal есіл Асп nad 58255300 
of US Awy Моол, Або o0cignod and attochad wita; HILARY 
Asuiotanca Сслаопв; Міобпал) Prec World Forcoos US Navy ond Coant 
Guerdg end fpoclol Forces located ulthin tho Republic of Уісіпсі 
to Íneludo tho Dalta areas 23 еш by tho Contwacting Officer. 


be In füfiDnn hio rooponcAbilitiog under. perecqoph ^ tat abovo, 
the Contractor's Eos ohall Anoluds ¢ 


Ж. Wy Жай балса of buildingn ond grounds. 


` (2) Conatan с оп. 


Except as hereby modified, АП terms and conditions of said contract as heretofore modified remain unchanged and in 
full force and effect This Supplemental Agreement is entered into pursuant to the authority of 10 U.S.C 2304 (а) ( ) 
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(3) Cperation and maintenance of water pucping 
and treatment systems, sanitation systoms and гог, cra- 
tion and air conditioning cquipzent. Operation ond maine 
tenance of power genoration and distribution ayntexs, 
exclu:ling power tankers and 1500 ХИ peaking plenta at 
Сап Ranh Bay, Nba Trang, Qui Nhon, Vung Tau and Long Binh, 


(һ) Constructions ehenatien ‘ond maintenance of — , 
ico и : 


7 (6) Fnto»ology, fire анат, and protection. 
servicon; as voll ав safety and modíicol disponcaries, 


(6) Fneincering, real estato анса supply 
and adminiotrativo functions, 


. 


supplies as authorlzod by tho Contracting Officor. The 
eBtinatcd moxírum'proouremoent to be required ic $25 million. 


(8) HEstablinhnent ond operation of a communications 
пусіса adequate to provido contact botuoon the various. 
_locations supported by the Contractor in ПУН, . 


i x (9) Unatablictrent, орагаМол, and maintenonce on а 
TON bronk-even basis, of mens balio for support of Contractor 
eroloyocs “hare and.xhon suüthorized by tho Contracting 
Officer. Recreational facilítios will bo opsrated by the 
Contractor uhero and when authorised by tho Contracting 
` Officer on a ealf-sustaining basio. Roaronable losser will 
be allowable costs pursuant to Section A, Arnod Sorvices 
 Procurenent Regulation. 
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| ` і (7) Procurement of cquiprant, materials ond 
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(10) Vhore nocessary, transportation of supplies 
fron depots to facilities supported, overland, air, snd 
i water, whon nilitory transportation $8 not available. 


‚ Ce The’ Contractor shal maíntoin ell eouipeent, 
1 : requiring poriedic scheduled maintenance, ect forth in 
р Schedules B and) Of this contract. Such naintenance 
i { shold include GMb maintenancee In addition, tho Con- 


i A tractor shall provide mnintennneo and operation support 
P 0p F- for еті unit TOR/TA equirzent. Keerrand—as—nutheriaed | 
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М ` d. The NOE shed operate Class IV Fngincor 
(ut Supply Торобз and sub-dopots throughout: Viotnan, 


` 
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0. Tha maang and msthods by which tho ноги is to bc 
&ccowmpliohod ohall be dovolopod, implemented, controllod, ' 
and ruporvised by the Contractor in accordanca with the 
Techical Frovisions snd Spocifieationn oot forth in 
Schedule A hereto, and the adainicstrative publications 
listed in Sobodulo E hereto. | 
` ч . 

£f, Tho repatr ond utilities functions to bo вссом- 
plinhod.by tha Contractor ohall be in strict accordance, 
with the teras of Army Regulations in tho LOO cortos, end 
with portinent publications net forth ín Schadule Е. Tho 
Contractor ghall establich олі maintain records and manago~ 
mont procedures іп eroordance with the rofarenced Schedule Б 
publications. However, ths Contractor shall refer to tho 


' Contracting Officer or hia duly authorized roprescntative 


any quastiong involving tha өхессісо of discretion on behalf 


' of the Governusnt, and tha docision of the Contracting 


Officer or his duly authorised representativo shall bo 
find. and conclusive аз to such quostions. 


Бе If tho Contractor із called upon to porfors or 
undertakes to porform any sonstruction which, uging con} 
monly accepted accounting procedures and proper engincoring 
cotinating tachniques, may possibly oxcecd the 525,000 | 
limitation on (4,4 funded construction, ог is called upon ` 
to altor on culating ctructure оу facility uhich may lead 
‘to exceeding tho said linitation, the Contractor shall 
obtain written approval from ths Contracting Officer bofora 
euch construction or altcration is initiated. If tho 
possibility of oxceeding tho abovo roforenced. Arf tation 
develops oftor tho construction or alteration is initdatcd, 
tho Contractor will immediately cooso work ond porform no 
furthor work cn the project without spocífic written 
authorization from tha Contracting Officor. Provided that, 
no instructions froa the Contracting Officer shall bo 
effoctivo unless in strict accordance vith 10 U S С 2671, 
ЛЕ 125-35, ond dicc applicable rogulations. Any сойо 
incurred in violation of this provision will bo disollowod. 


he ‘Tho Contractor shall not undertake support of any 
additional oites or faoilitics unless specific authorization 
із givon in writing by tho Contracting Officor. Hovever, 
іп onergency situations, no dotorniíined ty tho Contracting 
Officer, authorisation may ba given orally. Іп such oases, 
written authorization shail follow within soven days, 


i. Tho Contractor 4422. bo granted accoss to and be 


provided use and control of raal property f3cilitios 
neoossary for porforaanco under this contract, 


aod 
* 
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' 3. ALL. subcontracts for services requirements entored 
, into by the Contractor for performance under tián contract 
| ‚ 42$ requiro prior approval of tho Contracting Officer, not 
withstanding any provialons of this contract to the contrary, 


Ke Any пси fucílitico conatruated for occupsney end ` 
so of tho Contractor in perfonwmee of this contract vil 
Po prior authorisation in writing fren the Contreeting, 
Officor. Any nodifientian of existing fecilitiea used fon ` ` 
tho abovo-ntatcd purponysg must be authorised in writing by 
the Contracting Officer or his duly authorined reproar contas, 
tivo. In addition, auch construction or modification 4s 


. i cudject to tho proviciono of subparagraph !g! nbovo," 
2. Schedule = Tcohnicol Provioions and Specifications = paregrazh 
° 1.01 ӘЗЕР (11) Eloctrical, Аа mndod to rond ас folloust 
. "Орого, sinintain end гәрдіг 221 oloctrical sencrating 


planto und equipment, 60 KY or graator including Блу 
power plontg and equipeni, and thoso units rated leeg than 
я * (Q К АС furníchad to the contractor for perforncanco of tho 
$^ еі contract. ttaintensnee ond ropairo of interior wiring systess 
` and electrical eqvinsent. Cpsrates, maintains end acconpli3hes 
extensions, nd tions and/or alterations to gonorator plantes 
: substations, clcatrionl dictribulica сусёоро ond aapocíatcd 
1 Е equipmont. Proparos necessary opsrating, logo. Excepted fron i 
! this responsibility oro the povor planta; olectrical distrita~ : 
3 tion systexs, conetructed, operated and maintained by others ' | 
Е 5 at Сол Ranh Doy, Kha Trang, Qui Шоп, Vung Tau and Long Binh," 
i 
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3. Tha following Articles aro addod Фо th? Special Provioilono: 
a: “Article XVIII. Suspension of Vouchers. : 


'" a, ТОЛА vill comunicato with tho Contracting Officer as 
to олу vouchers submitted by tha Contractor for costs which ` 
are questionable prior to suspension of said vouchors. 


Е ` be The Contracting Officer vill make an initial Фдофюгліла- 
қ tion after conferring with tho Contractor end IAA. . 
0. Tha Contracting Officer's dotornination will ta 
*oormunicated to DOM SEN vill act in accord therewith. 
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E." Appoole fron DCMA action wild ba mado tho subject of 
a final dotermination by tho Contracting Officor." 
* Роде Ц of 5 pages l : 
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"Article XX. Doctrentation pnd Zulvássion of Vouchnr3. 


а. Но cocts of the Contractor will oe allguavle unless 
the Contractor bas Jneurred an obligation and actually dis- 
charged that obligation by payment, Thia clwise doos not 
modify any provisions of Section XV of ASPR. 

b, All vouchers shall bo accompanied by the required” ` 
documentation, ` 

с. Voucharo for stateside purchaso ohall bo, accompanied 
by а telegraphic advice of exccution of tha DD 250. The 
DD 250 will ba executed by DOASR." 


ж н а 


Article XX),  Subcontrcets, 


а. Ко cubcontraot entorod into by tho Contractor for 
tho rontol of oquipcont will includo tho labor to operate 
or maintain said equipment without tho prior written approval 
of the Contracting Officer subsequent to on appropriate 
adjustment in ths authorlead manning tables, 


Auendnent of Articlo IV, Speotal Provisions. 


а, Subpsragraph (а) of Art&cle IV, Special Pro a 
Allovable Costa and Fíxcd Fee, io tmendod by adding B4 


` as tho increase in fee jor tho inoreaced scopo of work covered 


5. 


by this nodífícation only, So much of gaid article ас reads , | 
и... а fixod fco of e" із anondad to road "see р 
а fixed fco of ШУ, 1 


b. анаты (b) of Articlo i, Special Provisions, 
Alloweblo Conto and Fixed Fea, Ас amonded as follows 1 
as reads "... tho ostimated cost of thia contract 54 
‚ртт read И... tha eotímatoed cost of this contrac 
5а oon я e 


` с. .Tho total ontinated cost of this co ne ! 
total contract price inclusive of foo is ; | „p4 
Approval by НРА. .. у 
This modification shall be subjeot to the written approval ; 
of Comnending Goneral, US Army, Japon, or his duly authorized - . 
ropresentative and shall not be binding until so approved. . * { 


EI 


„ .' Page $ of 5 pages 


NOTICE OF CONTRE COSTS SUSPENDED ANDOR DRAPP БЫ 


ic uem on nd 5227655 of cant a 
Pacific Architects and M inc. 


‘U. $. Атау Engineer Command, Vietnan (P) 
*PO San Francisco 96307 


This nctice is issued pursuant to the authority of Paragraph УИ B. of DoD Directive 5105.36. as implemented by Armed 
Services Procurement Regulation, It constitutes advice of costs suspended and/or disapproved incident to the audit of the 
above referenced voucher. Description of items end reasons for action are shown below, , 


2. SUSPENDED COSTS, as referred to herein, are costs which, for the reasons shown below, appear questionable but on which 


final determination has not been made, 
DISAPPROVED COSTS, as referred to herein, are costs which, for the reasons shown below, have been determined by the 


undersigned to be unallowable. 
AS to any disapproved costs identified herein, this Notice constitutes a final decision of the Contracting ‘Officer, effective 


sixty days after the date of its receipt by the Contractor, unless the Contractor mails or furnishes to the cognizant 
Administrative Contracting Officer a written appeal before the expiration of such sixty-day period. ‘If this Notice becomes а 
final decision of the Contracting Officer by virtue of expiration of the sixty-day period, it may be appealed in accordance with 
the provisions of the ‘Disputes’ clause of the contract identified above, If the Contractor decides to make such an appeal, 
zitten notice thereof fin triplicate) must be mailed or otherwise furnished to the Contracting Officer within thirty days frora the 
date this decision becomes effective. Such notice should indicate that an appeal is intended and should reference this 
decision aad identify the contract by number. The Armed Services Board of Contract Appeals is the authorized representative ` 
of the Secretary for hearing and determining such disputes. The rules of the Armed Services Board of Contract Appeals 
аге set forth in the Armed Services Procurement Regulation, Appendix A, Part 2, ; 


VOUCHER NUMBER 


* 


ОАТЕ OF NOTICE 


NOTICE талады 


^ 


mom 


ADORESS : 
ЕЙ Contract Audit Ag gency 


с/о PA&E, AFO San Francisco 96307 


OCAA 
AUDITOR 


CONTRACTOR'S ACKNOWLEDOXENT OF RECEIPT - The contractor ос his authorized representative shall acknowledge 
receipt cf this notice to the DCAA auditor, One copy of the acknowledged notice will be submitted to the cognizant 


Administrative Contracting Ойісег, V4 


DATE OF RECEIPT REO LAM a ЛЕА = A қар 


% 
DESCRIPTION OF ITEMS ANO REASONS FOR ACTION | LLOAMSUNT OF COSTS 
SUSPENDED OISAPPROVEO 


Subject: Pacific Archit беге ака ертті; TET (PR 
Overhead - 


Reference: (a) Contracting Officer's final decision 

д “letter AVCHO-I dtd 19 August 1970 
rc calendar yeor 1967 

(b) Contracting Officer's final decision 
letter AVCHO-I dtd 19 August 1970 
re calendar year 1968 

(c) Contract DAJ8511-67-C-0001 

(d) Contract DAJB11-68-C-0008 


`. әм 


` # 


S9 8а, } a узур ачар таза р, 


| (e) Contract р%7211-65-С-0009 

; . (f) Contract DAJB11-63-C-0010 р 

i . (е) Contract DAJB11-68-C-0011 

I (h) Contract DAJB11-69-C-0012 : mE 

Н I (i) Contract DAJ511-69-C-0013 

Um (j) Contract DAJ211-69-C-0014 

Í š (k) Contract DAJ511-69-C-0015 | 
I 2 . (1) Contract DAJBI1-69-C-0016 ы 
ZEE | . ` 
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i 3 ; 

i = 1m FORM < š - 
i š. OMM т l SUPERSEDES ОО FORM 396 EDITION OF 1 MAR $6 | . 3 690, 0943 on 185- 
: : Е # Қары dd L5 Ce É " diis CET бг eet DUI aA AIT E Meg MALAUST BID oreet қ 
t a = 4 “ат ж š. v. i : В 


pace 2: of 2 pases 
د ا‎ в, 


Ч Жұ МЕСЕ CONTRACT COSTS SAE DED AND. OR DISAPPROVED - CONTINUATIQ i 
| re | 


b. В 
Vota 


19:(Vame and address of соп@ р) CONTRACT NUM .‏ ا 
è~ s] Pacific Architects and Engineers, Inc, DATEL STAC 9020 n‏ 
U.S, Army Engineer Command Vietnam. (Prov) s dcs‏ 1 


FO San tra о_О 3 


* AMOUNT OF COSTS 
ОЕ$СА РТОМ OF ITEMS ANO REASONS FOR ACTION a 


Negotiations of final overhead rates for CY 67 and’ 
CY 68 took place in Los Angeles, California from 

. 9 through 17 July 1970. PA&E*and the Government 
reached agreements that the total amount to be іп- 


in the final overhead pool for CY 67 is 
and the final amoun included in 
е overnced pool for CY 68 is However, 


the parties did not agree on the method of allo- 
cating the overhead pool, A dispute arose and the 
negotiations came to an impasse, Thus, the Con- 
tracting Officer wrote his final decisions ref (а) 


The Contracting icer determined that 
for CY 1967 and for CY 1968 vould 
be the allocation of final overhead costs for cost- 


reinbursable type contracts in Vietnam. -The 
Government has paid PASE provisional overhead in 
excess of what the Contracting Officer has deter- 
minied as reasonable, allowable and allocable, 
'Accordingly, this notice is issued to recover the 
excess provisional payment amounts as follows: 


Contrect 


DAJ211-67-C-0001 
DAJB11-68-C-0008 
DAJS11-68-C-0009 
DAJ511-68-C-0010 
DAJ311-58-C-0011 
DAJB11-69-C-0012 
DAJB11-69-C-0013 
DAJB11-69-C-0014 
DAJ511-69-C-0015 
DAJ511-69-C-0016 
Total overhead 
reimbursed on 
public vouchers 


Overhead per 
Final Decisions 


Overhead Costs 
Disapproved 
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We. 
15 65(7640-1-С) 


IN THE UNITED STATES COURT OF CLAIMS 


à 


PACIFIC ARCHITECTS AND 
ENGINEERS INCORPORATED, 


Plaintiff, | | 
| No. 407-75 

v. T 
THE UNITED STATES OF AMERICA, 


Defendant. 


PLAINTIPP'S STATEMENT ON ACCOUNTING 


Plaintiff hereby submits its Statement on Accounting 
pursuant to the Standard Pretrial Order on Accounting for 


Renegotiation Cases ("Order"): 


3. Exhibits A, B and C contain the information called 


Wh n s men AME miqa" Ио BA E setenta ti ott тели от мне ana th He завд UNIS = 


for by paragraphs l(a) (1) апа 1(a)(3) of the Order. Exhibit 
D contains the information called for by paragraph 1(a) (2) 
of the Order. ‘Paragraph l(a)(4) of the Order is not appli- 
cable. Exhibits A, B, C, and D were prepared in accordance 
with paragraphs 10)) and 3 (b) (2) of ‘the Order. Тһе 
information, called for in paragraphs J (ЫЬ) (3) and 1(b) (4) of 
the Order is Contained in paragraphs 6 and 7 Пегеоі respec- = 
tively. i | | 
2. ` Attached hereto ав Exhibit А are брейїйч апа 


closing statements of assets and liabilities, statement of . 


‘Aim megaman рту eee eee арс ee аса 


s ¥ 


ә t 


' 
` 
а @ * ` Ф 


profit and loss, and an analysis of renegotiable sales,. 


costs and profits by type of contract for plaintiff's fiscal 


| year “ended December 31, 1967. 


3. Attached hereto as Exhibit В are opening and 
closing statements of assets апа liabilities and a statement 


of profit апа loss for plaintiff' S fiscal year ended December 


31, 1966. 


4. Attached hereto as Exhibit C are opening алпа” 
closing statements of assets and liabilities and а statement 
of profit and.loss for plaintiff's fiscal year ended December 


31, 1965. 


5. EERE hereto as Exhibit D is a schedule showing 
total not sales, broken down as to renegotiable and non- 
renegotiable sales, for plaintiff's fiscal years ended 
December 31, 1962, 1963 and 1964. 

б .Plaintiff's Poors and records for dts fiscal years 
ended December 31; 1965, 1966 and 1967 were audited by Price 


Waterhouse & Co., independent certified public accountants. 


Financial statements certified Бу, said auditors were issued 


for each of such years and a restated consolidated financial 
statement for the three years ended December 31, 1967 was 
issued as of April 21, 1969. Additionally, plaintiff's 


books and records for each of said years меке reviewed by 
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the Defense Contract Audit Agency and the Internal Revenue 
Service, and for the fiscal year ended December 31, 1967 


by the Western Regional Renegotiation Board. 


7. Тһе books and xecords of the plaintiff are located 
at 600 South Harvard Boulevard, Los Angeles, California 
90005. Martin L. Lehrer, ап Executive Vice-President of 
plaintiff, prepared the statements and the schedules which 
are attached and he will.be available to furnish information 


regarding the books and records in connection with defendant's 


Respectfully submitted, 


examination.. 
Dated: September” , 1976. 


Of Counsel: 


BODLE, FOGEL, JULBER, 
REINHARDT and ROTHSCHILD 
LOREN R. ROTHSCHILD 

' ROBERT М. TURNER 


5900 Wilshire Boulevard ` 
Los Angeles, California 90036 
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“DANIEL FOGEL 


5900 Wilshire Boulevard 
Los Angeles, California 


` а бысы AND ENGINEERS nose 
STATEMENT OF ASSETS AND LIABILITIES 
AS OF JANUARY 1 AND DECEMBER 31, 1967 


b4 


` 


74. Assets 
Cash 
Marketable Securities (at cost) 
Notes Receivable, 
Accounts Receivable 
Inventories 
Prepaid Expenses 
Other Current Assets 
1. U.S. Treasury Bonds 
2. Amortizable Equipment 
3. Due from Joint Ventures 


amo aor 


Total Current Assets 


h. Land | 
i. Buildings 
Less ‘Depreciation 
j Machinery and Equipment 
Less Depreciation 


Net Property 
k. Other Fixed Assets 
1. Real Estate Held for Resale 
2. [Investments in Subsidiary Companies 
L Total Fixed Assets 


т. Total Assets 


2. Liabilities 
Notes Payable 
Accounts Payable 
Accrued Federal Income Taxes 
Accrued Federal Payroll Taxes 
Other Accrued Taxes 
Long-Term Debt Due 
Other Current Liabilities 

1. Bank Loan Payable 

2. Bank Overdrafts 

3. Accrued Expenses 


охооо m= 


h. Total Current Liabilities 
i. Long-Term Debt 
j. Other Liabilities 
1. Retirement Allowance 
К. Stockholders’ Equity 
1. Capital Stock 
2. Capital Surplus ) 
3. Retained Earnings 


K Total Liabilities 


————à 


Ж Фес AND ENGINEERS ІМСОНФФВАТЕО 
STATEMENT OF PROFIT AND LOSS 


FOR FISCAL YEAR ENDED DECEMBER 31, 1967 


1. Sales, Less Discounts, Returns and Allowances: 


a. 
b. 
с. 
d. 


e. 


Prime Contracts 
Subcontracts 
Other Sales 


Total Net Sales 


Percent of Distribution 


2. Cost of Goods Sold: 


a. 


b. 
с. 
а 


9 


т. 
H 


^ eae oD 
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4. Ge 
а. 
b. 
с. 
d. 


е. 


Materials 

Freight 

Direct Labor Р 
Indirect Manufacturing Expense 
Total Cost of Goods Sold 


Percent of Sales 


3. Selling and Advertising Expenses: 


Salaries 

Commissions 

Branch Office Expense 
Other Selling Expense 
Advertising Expense 


Total Selling and Advertising Expense 


Percent of Sales 


neral and Administrative Expense: 


Officers’ Salaries 
Other Office Salaries 
Other 


Total General and Administrative Expenses 


Percent of Sales 


5. Operating Profit or (Loss) 


Percent of Sales 


6. Other Income Allocable Wholly or In Part 


to Renegotiable Business 


7. Other Deductions Allocable Wholly or In Part 


to Renegotiable Business 


8. Net Profit for Renegotiation 


Total 
Business 


Renegotiable 
Business 


Nonrencgotiable 
Business 


b4 


Km | М, PACIFIQASRCHITECTS AND ENGINEERS INCOMNORATED 
` ` WALYSIS OF RFNEGOTIABLE BUSIN 
FOR FISCAL YEAR ENDED DECEMBER 31, 1967 


Total 
' Renegotiable Cost Plus Firm Fixed 
Business ‚ Fixed Fee . Price 


1. Sales, Less Discounts, Returns and Allowances: 
ә. Prime Contract . b4 
b. Subcontracts 
“с. Other Sales | 
d 


. Total Net Sales 
e. Percent of Distribution 
2. Cost of Goods Sold: 
. Materials 
. Freight 


a 
b 

c. Direct Labor 

d. Indirect Manufacturing Expense 


e. Total Cost of Goods Sold 


Бы 
a 


Percent of Sales 


3. Selling and Advertising Expense: 
Salaries 

Commissions 

Branch Office Expense 
Other Selling Expense 
Advertising Expense 


г ао 


Total Selling and Advertising Expense 


я 


Percent of Sales 


. General and Administrative Expenses: 
a. Officers’ Salaries 

b. Other Office Salaries 

c. Other 

d 


. Total General and Administrative Expenses 


€. Percont of Sales 


5, Operation Profit or (Loss) 


Percent of Sales 
6. Other Income Allocable Wholly or In is 
to Renegotiable Business 


7, Cther Deductions Allocable Wholly or In Part 
to Renegotiable Business 


4 


8. Net Profit for Renecotiation 


" 4 a 5 йыр aa عستا‎ lh уа yt AE! e, xe Уа NAAR ылыы EAE алы ‚= ایی‎ хыз аме ч E == usss 
S 
a 
5 т an 
re 
* 
Ж .` à 
Й 
= 


PACIFIC ARCHITECTS AND ENGINEERS INCORPORATED 
PROFIT AND LOSS SCHEDULES 
FOR FISCAL YEAR ENDED DECEMBER 31, 1967 


OTHER GENERAL AND ADMINISTRATIVE EXPENSES 


l 


b4 
Temporary Wages 


Social Welfare and Allowances 

Outside Services 

Engineering Supplies 
. Office Supplies 

Airplane Tickets 

‚ Job Development 
\Transportation 

Per Diem. 

Auto Expense 

Utilities 

Telephone and Telegraph 

Freight and Shipping ` | 
' Insurance | ! 

Payroll Taxes | 

Repairs and Maintenance : 

Books and Periodicals 

Dues and Membership 

Legal Fees 

Depreciation 

Rent 

Taxes 

Staff House 

Audit 
, Entertainment 

Labor Contractor Fee 

Recruitment 

Directors Fee 

Miscellaneous 

Management Fees 


тәм же e doe sa dH eom 
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TOTAL 
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PACIFIC ARCHITECTS AND ENGINEERS INCORPORATED 
| NOTES RE: FINANCIAL STATEMENTS | 
FOR THE FISCAL YEAR ENDED DECEMBER 31, 1967 


i Statement of Assets and Liabilities 
This statement was prepared from the plaintiff's balance 
sheet for 1967 adjusted to reflect those items which appear 
in the restated consolidating profit and loss statement of 
the plaintiff for 1967 which supports the plaintiff's audited 
consolidated financial statement for 1967 which was issued 
as of April 2%, 1969. Additionally, this statement takes 
into consideration events subsequent to the issuance of 

`. : said restated consolidated financial statement which affect 
ev 1967. : ; 


XXI Statement of Profit and Loss 


. This statement was prepared from the plaintiff's restated 
; consolidating profit and loss statement which supports the 
plaintiff's audited consolidated financial statement for 
1967, issued as of April 21, 1969, adjusted to include items 
of income and expense shown on the books and records of the 
company in subsequent years but which affected the revenue 
or expense of 1967. : 


Sales were segregated between ее and nonrenegotiable 
based on contract income analyses maintained by the company. 
Cost of goods sold were derived from direct cost records. 
General and administrative expenses were prepared from totals 
recorded in the general ledgers on a total company basis and 
were allocated between.renegotiable and ВОЕН е арте оп а 
sales ratio basis. 


XIX Analysis of Renegotiable Business 

Net sales as shown in this schedule were prepared from con- 

tract analysis schedules maintained by the company іп sup- 
port of general ledger income. Cost of goods sold were de- 
rived from direct cost records. Renegotiable general and 
administrative expenses were allocated between CPFF and FFP 
‘contracts on a sales ratio basis. 


! 1 


ATEMENT OF ASSETS AND LIABILTTIES. 


PACIF, RCHITECTS AND ENGINEERS INER PORATED 
; AS OF JANUARY 1 AND DECEMBER 31, 1966 


1. Assets 


әгзоаоосо 


m. 


Cash 
Marketable Securities (at cost) 
Notes Receivable 
Accounts Receivable 
Inventories 
Prepaid Expenses 
Other Current Assets 

1. Due from Joint Ventures 


Total Current Assets 


Land 
Buildings ` 
Less Depreciation 
Machinery and Equipment 
Less Depreciation 


Net Property 
Other Fixed Assets 


1. Investment in Subsidiary Companies 


Total Fixed Assets 


Total Assets 


2. Liabilities 


гео mo M 


Notes Payable 
Accounts Payoble 
Accrued Federal Income Taxes 
Accrued Federal Payroll Taxes 
Other Accrued Taxes 
Long-Term Debt Due 
Other Current Liabilities 

4. Bank Loan Payable 

2. Bank Overdrafts 

3. Accrued Expenses 


“Total Current Liabilities 
Long-Term Debt 
Other Liabilities 

1. Retirement Allowance 


. Stockholders’ Equity 


1. Capital Stock 
2. Capital Surplus 
3. Retained Earnings 


.' Total Liabilities 


January 1 


December 31 : 


b4 
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> PACIFIC ӨӨнітест ANU ENGINEERS INCOR@TATED 


STATEMENT OF PROFIT AND LOSS ` 
FOR FISCAL YEAR ENDED DECEMBER 31, 1966 


* 


1. Sales, Less Discounts, Returns and Allowances: 


3. Prime Contracts 
b. Subcontracts 

c. Other Sales 
d. 


Total Net Sales 
e. Percent of Distribution 
2. Cost of Goods Sold: 
Materials 


a 
b. Freight 

с. Direct Labor 
d 


. Indirect Manufacturing Expense 


e. Total Cost of Goods Sold 
\ 


os 
h 


Percent of Sales 


3. Selling and Advertising Expense: 


Salaries 

Commissions 

Branch Office Expense 
Other Selling Expense 
Advertising Expense 


^ eee =e 


g. Percent of Sales 


Total Selling and Advertising Expense 


4, General and Administrative Expense: 


а. Officers’ Salaries 
b. Other Office Salaries 
c. Other 


d. Total General and Administrative Expenses 


е. Percent of Sales 


5. Operating Profit or (Loss) 


Percent of Sales 


6. Other Income Allocable Wholly or In Part 


to Renegotiable Business 


7. Other Deductions АПосгМе Wholly or In Part : 


to Renegotiable Business 


8. Net Profit for Renegotiation 


Total 
Business 


Renegotiable 
Business 


Nonrenegotiable 
Business 


b4 


INDIRECT MANUFACTURING EXPENSE 


^ 


Outside Services 
Procurement of Engineering Supplies 
Reproduction Cost | 

Travel, Transportation and Survey 
Automobile 

‘Telephone and Cable 

Postage | š 
Social Welfare and Subsistence 

Freight and Shipping 

Insurance 

Social Security Taxes 

Workman’s Compensation Insurance 
Accident, Sickness and War Risk Insurance 
Equipment Rental | 
Recruitment and Miscellaneous 
Depreciation 


TOTAL: 


PACIFIC ARCHITECTS AND ENGINEERS INCORPORATED 
PROFIT AND LOSS SCHEDULES 
FOR FISCAL YEAR ENDED DECEMBER 31, 1966 


b4 


PACIFIC ARCHITECTS AND ENGINEERS INCORPORATED 
PROFIT AND LOSS SCHEDULES 
FOR FISCAL YEAR ‘ENDED DECEMBER 31, 1966 


Outside Services 

Office Supplies 
Reproduction Services 
Stationery and Printing 
‘Travel and Transportation 
Automobile 
Light, Heat and Water 
Repair and Maintenance 
Telephone and Cable 
Postage | 

Social Welfare and Subsistence 
Freight and Shipping 
Insurance — General 
Medical Insurance 

Social Security Taxes 
Workman’s Compensation Insurance 
Accident Insurance 
Books and Periodicals 
Job Development 

Legal Fees 

Taxes 

Quarters Maintenance 


‘Audit 


Depreciation 


‚ Rent 


Entertainment 

Labor Contractors Fees 
Directors Fees 

Miscellaneous Expenses 
Provision for Doubtful Account 


TOTAL 


. OTHER GENERAL AND ADMINISTRATIVE EXPENSES 


b4 
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PACIFIC ARCHITECTS AND ENGINEERS INCORPORATED 
; NOTES RE: FINANCIAL STATEMENTS е 
: FOR THE FISCAL YEAR ENDED DECEMBER 31, 1966 


|l. Statement of Assets and Liabilities | 


‘This statement was prepared ‘from the plaintiff's balance sheet for 1966 adjusted 
to reflect those items which appear in the restated consolidating profit and loss 
statement of the plaintiff for 1966, which supports the plaintiff's audited 
consolidated financial statement for 1966, issued as of April 21, 1969. 


* 
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‚ H. Statement of Profit and Loss 


This statement was prepared from the plaintiff's restated consolidating profit and 
loss statement which supports the plaintiff's audited consolidated financial 
statements for 1966, issued as of April 21, 1969. | . 


Sales were segregated between rencgotiable and nonrenegotiable based on contract 
income analyses maintained by the company. 


` i 


РА 
Ф 


Cost of goods sold and general and administrative expenses were prepared from е 
totals recorded in the general ledgers оп a total company basis and were allocated 
between renegotiable and nonrenegotiable on a sales ratio basis. 


PACIFIC ARCHITECTS AND ENGINEERS INCORPORATED 


STATEMENT OF ASSETS AND LIABILITIES 
AS OF JANUARY 1.АМО DECEMBER 31, 1965 


| January 1 December 31 
1. Assets š | ` 

Cash 

Marketable Securities (at cost) 

Notes Receivable 

Accounts Receivable 

Inventories 

Prepaid Expenses ` 

Other Current Assets 


Qon pou 


Total Current Assets 


h. Land 

i. Buildings 
Less Depreciation 

j Machinery and Equipment 
Less Depreciation 


Net Property 
k. Other Fixed Assets 


|. Total Fixed Assets 


m. Total Assets 


2. Liabilities 
Notes Payable 
Accounts Payable > . 
Accrued Federal Income Taxes 
Accrued Federal Payroll Taxes 
‚ Other Accrued Taxes 
Long-Term Debt Due 
Other Current Liabilities 
1. Bank Loan Payable 
2. Bank Overdrafts 
3. Accrued Expenses 


@ l e e. p > > 


h. Total Current Liabilities 
Long-Term Debt 
j. Other Liabilities 

11. Retirement Allowance 
k. Stockholders’ Equity 

1. Capital Stock 

2. Capital Surplus 

~ 3. Retained Earnings 


K Total Liabilities ' i 


1. Sales, Less Discounts, Returns and Allowances: 


a. 
b 
с. 
а 


е. 


меді деді РТТ оный 


PACIFIQQRCHITECTS AND ENGINEERS імссфоллтео 


STATEMENT OF PROFIT AND LOSS 


FOR FISCAL YEAR ENDED DECEMBER 31, 1965 


Prime Contracts 


. Subcentracts 


Other Sales 


. Total Net Sales 


*Percent of Distribution 


2. Cost of Goods Sold: 


Materials 

Freight 

Direct Labor | 

Indirect Manufactuirng Expense 


Total Cost of Goods Sold 


Percent of Sales 


Li 


3. Selling and Advertísing Expense: 


a. 


b. 


“ооо 


g. 


4. General and Administrative Expense: 


a. 
b 
c. 
d. 


C. 


Salaries 

Commissions 

Branch Office Expense 
Other Selling Expense 
Advertising Expense 


Total Salling and Advertising Expense 


Percent of Sales 


Officers” Salaries 


. Other Сюе Salaries 


Other 


Total General and Administrative Expenses 


Percent of Sales 


5. Operating Profit or (Loss) 


6. Other Income Allocable Wholly or In Part 


7. Other Deduczions Allocable Wholly or In Part 


Percent of Sales 


to Renegotiable Business 


to Renegotiable Business 


9. Net Profit for Renegotiation 


Total ‚, ВепедоизЫе 
Business Business 


Nonrenegotiable 
Business 
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M ° ° 
РАСІҒІС ARCHITSCTS AND ENGINEERS INCORPORATED 
PROFIT AND LOSS SCHEDULES 
FOR FISCAL YEAR ENDED DECEMBER 31, 1965 | : 


LI 


INDIRECT MANUFACTURING EXPENSE 


Temporary Wages ' р \ 
Outside Services 

Engineering Supplies, Stationery and Procurement 
Reproduction Cost 

Travel, Transportation and Survey 

Automobile 

Telephone and Cable . ^ 
Postage : 
Social Welfare and Subsistence ' 

Living Allowances 

Freight and Shipping 

Insurance — General 

Medical Insurence - 

Social Security Taxes 

Workman’s Compensation Insurance 

Accident, Sickness and War Risk Insurance 

Group Insurance 
Guam Receipt Tax 
Equipment Rentzl 
Miscellaneous 
Depreciation 
Labor Overhead 


TOTAL 


PACIFIC ARCHITECTS AND ENGINEERS INCORPORATED 
PROFIT AND LOSS SCHEDULES 
FOR FISCAL YEAR ENDED DECEMBER 31, 1965 


OTHER GENERAL AND ADMINISTRATIVE EXPENSE 


` 


Outside Services 
` Office Supplies 
Reproduction Expenses 
Stationery and Printing 
Travel and Transportation 
i Automobile | 
-Light, Heat and Water 
Repair and Maintenance 
Telephone and Cable 
Postage 
Social Welfare and Subsistence 
Living Allowance 
| School Allowance 
| ' Freight and Shipping 
| Insurance — General 
Medica! Insurance 
Social Security Tax 
Workman's Compensation Insurance 
Accident Insurance 
Books and Periodicals 
Job Development 
Lega! Fees 
Taxes — 
‚ Quarters Maintenance 
Audit Fee 
' Depreciation 
` Rent 
Entertainment 
„Labor Contractors Fee 
` Directors Fee 
` Miscellaneous Expenses 


TOTAL. 


b4 


PACIFIC ARCHITECTS AND ENGINEERS INCORPORATED 


NOTES RE: FINANCIAL STATEMENTS 
FOR THE FISCAL YEAR ENDED DECEMBER 31, 1965 


Statement of Assets and Liabilities 


This statement was prepared from the plaintiff’s balance sheet for 1965 adjusted 
to reflect those items which appear in the restated consolidating profit and loss 
statement of the plaintiff for 1965, which supports the plaintiff's audited 
consolidated financial statement for 1965, issued as of April 21, 1969. 


Statement of Profit and Loss 
\ 


This statement was prepared from the plaintiff's restated consolidating profit and 


loss statement which supports the plaintiff's audited consolidated finge 
statements for 1965, issued as of April 21, 1969. 


Sales were segregated between renegotiable and nonrenegotiable based on contract. 
income analyses maintained by the company. 


Cost of goods sold and general and administrative expenses were prepared from 
totals recorded in the general ledgers оп a total company basis and were allocated 
between renegotiable and nonrenegotiable on a sales ratio basis. 


9 


- PACIFIC ARCHITECTS AND ENGINEERS INCORPORATED. 
: SCHEDULE OF NET SALES 
FISCAL YEARS ENDING DECEMBER 31 . 


Renegotiable Nonrenegotiable 


Sales ` Sales 


The above was prepared from the financial statements of the plaintiff for each of the 
years shown. For the year 1964, the amount shown reflected adjustments in 
accordance with the consolidated financial statements of the plaintiff as restated 
April 21, 1969. de c te 


* 
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THE RENEGOTIATION BOARD 
2000 M Street, М. W. 
Washington, D. C. 20446 


FINAL OPINION 


PACIFIC ARCHITECTS & ENGINEERS, INC. 
| Los Angeles, California 90005 
Fiscal Years Ended December 31, 1967, 1968, 1969 and 1970 
Assignment No. 85711 


The renegotiable sales and profits considered by the 
Board in these proceedings are as follows (000's omitted): 


1967 1968 . 6 
Sales b4 
Profits 
Percent ‚85 NA 1.42 1.82 
Тһе iable sales and profits for 1967 shown 
above are higher than those considered by the b4 
Western Regional Renegotiation Board (WRRB) because of the 


following adjustments (000's omitted): 


(a) Revenue from cost-plus-fixed-fee (CPFF) con- 
tracts reported as sales and profits in 1972 
` and 1973 but related to costs expended and 


reported in 1967: ШЕР b4 


(b) Settlement in 1973 of claims pending before 
the Armed Services Board of Contract Appeals 
(ASBCA) relating to fiscal year 1967: : 


(1)' Claims reported as sales in 1967: ^ 


(2) Amount of settlement: 2 
(3) Net effect of settlement of claims: 


Increase in sales and profits: 


In the 1968 fiscal year the Board decreased contractor's 
sales and profits from those considered by the WRRB by 
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С as follows (00015 omitted): _ b4 


(a) Settlement in 1973 of general and admin- 
istrative expenses (overhead) allocable 
to CPFF contracts in 1968 in excess of 
‚ provisional amount billed іп 1968: [ [| 
(b) Reversal of WRRB's increases in both 
profits of[ ^ Даһа b4 
for general and administrative 
expenses under CPFF contracts which had 
previously been included in 1968 sales 
and profits: 


Decrease in sales and profits: 


The contractor was originally formed as an architect- 
engineer (A-E) firm to service governmental requirements 
in the Far East and the Southeast Asia areas. Іп tbe late 
1950's the contractor expanded its operations to inciude 
repair and utilities services (R&U). Ав American invoive- 
ment intensified in Southeast Asia, the character of its 
business changed from predominantly A-E work to R&U ser- 
vices. By the review years R&U business represented in 
excess of 96% of its total renegotiable sales. Тһе com- 
pany maintained offices in Okinawa, Korea, Philippines, 
Thailand, Japan, Vietnam and the United States. 


The contractor's A-E work included the design of 
power plants, hospitals and medical facilities, sewage 
and water systems, harbor facilities, data processing 
centers, repair shops, barracks, utilities, etc. Most, 
if not all, of these projects were performed under firm 
fixed-price contracts. 


R&U Work was primarily centered in Vietnam, although 
some work was performed in Thailand, and offices were 
maintained in Bangkok, Saigon, Que Nhon and Cam Rahn. Іп 
addition, the contractor was in charge of the operation 
of various Army depots in Vietnam. Р 

The major areas of work included under R&U contracts 
were: : 


`. 


(a) Maintenance and repair of buildings, sur- 
faced areas and grounds; 


(b) Operation, maintenance and repair of utility, 
refrigeration and air conditioning plants 
and systems; . 


(c) "Minor" construction (limited to $25,000 per 
project); Р 


(4) Fire protection and prevention; 


(e) Entomology services; 


(£) Engineering services; 
(g) Real property management; т 


(h) Construction inspection; 


дее + OMIM, is py желе. cn Hana nee е: 


f (i) R&U supply and maintenance and repair of R&U 
i equipment; . 


(3) Trash and garbage collection апа disposal; and 


(К) Packing and crating. ' 


The 1967 year was a year of extremely rapid growth in 
‘the contractor s R&U activities. Sales increased from 
approximately in 1966 tol, In the b4 
same 1966-67 time frame, locations grew from 44 manned and 
62 unmanned installations to 96 manned and 200 unmanned 
| installations according to the contractor, who also made 
; the following statements concerning the review years 
i activities. ‘Approximately 25,000 people were employed in . 
the peak period, most of whom were Vietnamese who had to, 


` Mem w. = www... 
" ” 


be trained by it. This buildup was accomplished without 
the benefit of long-range planning, which made it very 
difficult to estimate future requirements. Also, the 
nature of some of the work performed under these R&U con- 
tracts was different from that previously performed by the 
Corps of Engineers in prior wars due to the different type 
of tactics and logistics used in the Vietnam conflict. 


a узы е | 
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Тһе contractor noted that it also had to overcome а 
difficult problem in that it lacked much of the author- 
ized Government equipment called for under the R&U 
contracts. n. 


The Board recognized that due to the sudden buildup 
in 1967 the coordination of the contractor's functions 
to achieve the Army's objectives posed some complicated 
logistical problems. However, the Board also recognized 
that subcontracting was utilized for trash and garbage 
collection and the delivery of fuel and water. A-E con- 
tracts which were generally more complex in nature 
represented less than 4% of total renegotiable sales in 
the review years. 


While recognizing that some of the functions per- 


formed by the contractor under the R&U contracts were 


complex, the Board concluded that overall the majority 
of the contractor's activities were simple in nature. 


The contractor has pointed out its potential risk 
of loss as the custodian of approximately $650,000,000 
in Government-furnished property, supplies and equip- 
ment. As a practical matter, the Government could only 
assert а claim for loss if it could prove willful mis- 
conduct or lack of good faith on the part of contractor's 
authorized representatives who controlled any segment of 
this property. Considering the wartime environment under 
which the contractor operated, the Board believed that 
there were few, if any, cixcumstances in which the Govern- 
ment could successfully prove this type of conduct on the 
part of the contractor's representatives. To support this 
belief, tbe Board noted that the contractor did not cite 
any instances in which the Government made such a claim. 


Е Тһе contractor asserted that it bore the risk of loss 
of materials and supplies purchased by it in the United 
States and other locations outside of Vietnam until accepted 
by the United States Government in Vietnam. The contractor 
was unable to prove this claim with documentation, nor was 
it able to show the Board what its potential liability had 
been at any given time during the review years. The Board 
was of the opinion that even if this information were 
developed, the amount of potential liability would not be 
significant. 


» 
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contractor's president and sole shareholder and 
с RE i A. Shay, personally guaranteed b6 
a $10,000,000 line of credit. Part of these funds were b7C 


drawn down by the contractor to meet its working capital 


D 
. ' 
. 
^ 
. 
` . 
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requirement. While recognizing this infusion of capital 
into the corporation, the Board was of the opinion that 
there was little risk of loss c р, 

because of the nature of the CPFF contracts under which 


the vast majority of the contractor's renegotiable busi- 
ness was conducted. I 


The Board recognized that there was obviously some 
physical risk to personnel іп conducting operations іп 
а war zone. ТЕ was also noted, however, that very few 
of puc contractor's employees were on its permanent 
staff. 


As previously stated, virtually all of contractor's 
renegotiable business was under CPFF contracts. Under 
this type of contract, authorized out-of-pocket costs 
are recovered. While recognizing tbat some difficulty 


мав encountered in negotiating the £inal overhead rate, 


the disputed dollar amounts involved were normally small 
compared with the total fees. | 

Тһе Board concluded that overall the contractor's 
risk was minimal. 1 


Contract performance of the R&U function in Vietnam 


‘under combat conditions was unprecedented and unique. 


While the contractor had experience in these operations 
commencing in 1963, it responded adequately to rapidly 
expanded mission requirements. The contractor provided 
reasonably satisfactory performance by resorting. to 
numerous expedients which were dictated by the military 
exigencies of the situation. While the contractor's 
procedures and practices suffered deficiencies during 
this period of rapid growth, emphasis was placed on 
timely performance. The contractor received numerous 
letters of commendation from various military officers 
in Vietnam. 


Performance on the fixed-price contracts was reported 
to be "satisfactory" or "good." Design was economical and 
suitable for the intended purpose, and management was coop- 
erative. , 
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Оп an overall basis, the contractor was considered 
efficient. 


, Under the provisions of RBR 1460.13(b)(6), the 
Board gave the contractor favorable consideration for 
its contribution to the defense effort for "performance 
under . . . hazardous working conditions." 


The Board concluded that inasmuch as the contractor 
was primarily a supplier of services performed under CPFF 
contracts, the contractor's returns on net worth and 
capital allocable to renegotiable business were of little 
significance. 


Of more importance in this case is the source of the 
contractor's capital. Іп 1963, the beginning of R&U con- 


excess of and capital of over 
Since fixed-price А-Е business contributed 
е, ТЕ any, profit during this period, this entire 
increase is attributable to profits derived from reimburs- 
‘able er which the contractor controlled more 
than of Government-owned installations, mate- 
rial, property and equipment. In this regard, the con- 
tractor was engaged in the management of Government assets 
and in accordance with RBR 1460.11(b)(4) is entitled to 
less profit for capital employed than contractors which 
supply their own capital. 


tracts in Vie contractor had a net worth of 
imately and capital of approximately . „ _. 
‚Ву the j the contractor had a “957 
i 


During the four years under review, the contractor 
suffered losses on its fixed-price A-E work in all years 
. except 1970. The Board recognized the contractor's 
inability or unwillingness to reduce staff in relation to 
a decreased demand for A-E work, but after considering 
the wartime environment under which it performed its 
CPFF contracts which were subject to DCAA audit, tbe 
Board concluded that on an overall basis the contractor's 
costs were reasonable. ; 


Ав previously stated, in fiscal 1967 sales under 


cost-type contracts increased from to 
| в. 1580. та the веке Duo yesrs they Bena 
: stable and in fiscal 1970 they showed а decline but were 


b4 


b4 
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at levels much higher than in fiscal 1966. The follow- 
ing shows this trend along with resulting profits (000's 


omitted): 
` 1966 1967 1968 1969 1970 


Reneg. Sales - 
Cost-Type ` 
Reneg. Profit - 
Cost-Type 
% 3.9 3.6 ` 2.1 2.0 1.7 


The contractor has argued that measured agáinst 1966 
renegotiable profits which were cleared, profits in the 
review years are reasonable. It was the contractor's 
contention that "the work, with the acceleration of the 
U. S. effort in Vietnam, grew not only in degree but, 
the responsibilities- and attendant burdens and risks 
Were vastly different." The Boaxd, while recognizing 
the problems encountered by the contractor іп this 
buildup and some, minor changes in the scope of its 
functions, considered that this increase in cost-type 


. R&U xenegotiable sales was a significant factor relating 


to the reasonableness of the contractor's profits. 


The contractor has also argued that its profite on 
R&U contracts in fiscal 1967 were reasonable in relation 
to the fee it negotiated on Contract No. DAJB11-67-C-0001 


as follows: "ОЁ the total fess paid in 
.calendar 1967,[ ^ ^  ]relat t 0001, were 
negotiated ‘after the fact.’ Contract 0001, initially 
i in 1966 provi : imated costs of 
with a fee of During the period 


е contract's performance -- July, 1966 through June, 
1967 -- contract modifícations, unilaterally imposed and 
funded through the Contracting Officer, increased the work 
in excess of 100%. Negotiations concerning fees relating 
to such contract modifications were deferred at the request 
of the Contracting Officer until June, 1967 at which time 
the performance under suc odifications had been 
completed. In June, Т m ү fee modifications 
were negotiated. Since the fee was negotiated 'after the 
fact,' there were no unknowns concerning the contractor's 
performance nor was the 3.4% fee for the additional work 
unanticipated or unintended. Те should be noted further, 
that the fce modification was required to be, and in fact 


Was, approved by the Commanding General, United States Army, 
Japan." й 


- 


The Board noted that the ontract No. DAJ 
B11-68-0008 which represented of the contrac- B4 
tor's 1967 fiscal year CPFF sales was negotiated with a 


-fee of almost the same rate, 3.5%. 


+ 


То further enhance its argument, the contractor 
stated: "PAE's facilities engineering contracts (R&U) 
in Vietnam were negotiated utilizing ehe ‘Weighted Guide- 
lines Method' set forth in ASPR 3-808.2, and, as the 
oe of the Army, advised Senator McClellan in 
9: у 


The fee allowances for FY 1967 and FY 1968 
were negotiated in accordance with the ASPR ` 
3-808.2. ‘Weighted Guidelines Method! using low 

ercentage factors within the prescribed weight 
ranges With consideration given to selected 
factors such as, increased complexity caused by 
expansion of the military force at a growing 
number of widely dispersed locations, requiring 
R&U services in a hostile environment, and con- 
tractor performance. (Emphasis а4де4)6 


S/Department of the Army Office of The Assistant 
Secretary letter to Senator John L. McClellan 
dated 18 February 1969, responding to the CAO 
report on contract operations of PAE in Vietnam 
dated Jan 6, 1969." 


The General Accounting Office report cited was, 
among other things, critical of fees paid for the con- 
tractor's R&U contracts іп 1967 and 1968 fiscal years. 
The contractor, in quoting from the Department of the 
Army's reply, failed to show the balance of the Army's 
answer. The: paragraph quoted above continues: 


; + « The GAO recognizes that the ASPR did not 
provide guidance for establishing fees under 

R&U contracts. The GAO also recognizes the 
difficulties of defining the scope of the work 
covered by R&U contracts under rapidly changing 
conditions. Іп this connection interim guidance 
was provided by publishing DOD Instruction 4105.46 
'Contract Fees for Cost-Plus-A-Fixed-Fee Construc- 
tion Contracts' in Army Procurement Circular 715- 


2-76, 26 April 1968 (copy enclosed). ТЕ is noted š 
= 8. 


~~ 


í 

| , that the use of the interim guidance shows 

negotiated fees of 1.5% to 1.9% for the FY 1969 

R&U contracts held by PAE compared with a 3.5% 

fee for'the 1968 R&U contract. . . . 

Subsequent to the issuance of this report, the 

Government and the contractor agreed to a downward 
adjustment in fee on Contract DAJB11-68-C-0008 in the 
amount of $255,000. 

| 

| 


The Board agreed that adequate guidelines did not 
exist when Contracts Nos. DAJB11-67-C-0001 and рАЈВ11- 
68-C-0008 were entered into. This position was further 
, substantiated by the fact that the contractor and the 
Government negotiated lower fee rates for the 1969 R&U 
contracts. The contractor has argued tbat major changes 
in the scope of the work were the reason for the lower 
fees on the 1969 contracts. The contractor has not 
furnished the Board any substantive information to 
prove this claim. ' 


Federal income tax and renegotiation purposes for its 
i ar 1967 renegotiable sales and profits of 
reportedly received as a deferred payment of b4 
additional fee with respect to estimated costs incurred 
in fiscal year 1966 as a result of change orders under 
Contract No. DAJB11-67-C-0001. According to the con- 

, tractor, this amount approximates that determined on 
the basis of the relationship of costs incurred in 
fiscal years 1966 and 1967.in the absence of a precise 
determination of the specific work for which the fee 
was paid. The contractor contended that this 
should not be considered by the Board Жох the 
fiscal year.. Іп the Board's opinion in this case, the 
ДЕ properly considered in the year of receipt 
because the prior fiscal year was cleared without 
assignment, is closed for renegotiation purposes and : 
under Section 105(c) of the Act may not be reopened. 
Hence, unless this amount is considered in the 1967 
year, it will escape re lation. Іп addition, the 
Board noted that if the ad been considered 
in fiscal 1966, it would have increased renegotiable 
profits by more than 25%, which could have resulted in 
a determindtion of excessive profits rather than a 
clearance for such year. In view of the above, the ғ 
Board did not accept the contractor's contention. 


| 
| 
| | : The contractor received and properly reported for 
| 
| 
i 
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In view of the very large increase in sales attrib- 
utable to urgent Government demand and awarded the con- 
tractor in its 1967 fiscal year under CPFF contracts, 
the Board concluded that profits were unreasonably high 

` for the type of work involved. However, it was recognized 


that the nis of excessive profits would be offset by 


the loss that the contractor sustained on its 
fixed-price renegotiable business іп that year. Any 

excessive profits that might have existed on cost-type 

business in the contractor's 1968 and 1969 fiscal years 

were more than offset by the losses experienced on fixed- 

price business, and xenegotiable profits were considered 
reasonable in fiscal year 1970. : 


On the basis of the foregoing, the Board determined 
: that the contractor realized excessive profits of 
] ' $1,000,000 in its 1967 fiscal year, subject to approprií- , 
! ate adjustment for Federal income taxes, and realized mo 
excessive profits in its fiscal 1968, 1969 and 1970 years. 


The effect of this determination is to leave the 


ith renegotiable profits in fiscal 1967 of  . 
—G 2.0% of adjusted renegotiable sales of pi 


Richard E. Rapps 


Secretary to the Board 
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IN THE UNITED STATES COURT ОҒ CLAIMS 


TRIAL DIVISION 


dn 


[s d eu) 
pore 
COURT OF CLAIMS 


No. 407-75 


(Filed april 20, 1976  ) 


-PACIPIC-ARCHITECTS. Аир...) 
ENGINEERS INCORPORATED ) 


, 


) STANDARD PRETRIAL ORDER 
Plaintiff, ) ON ACCOUNTING 
) FOR RENEGOTIATION CASES 
ME ) (RULE 111) 

) 
THE UNITED STATES, ) 
„ ) 
Defendant. ) 


IT IS ORDERED as follows: 


1. Plaintiff's Statements on Accounting. (а) Within _ 99 
days from the’ date of this: Order, plaintiff shall submit to 


defendant's attorney of record and to the trial judge: 


(1) opening and closing statements of assets and 
liabilities (prepared in accordance with Form A, attached), and. 
a statement of profit and loss (prepared in accordance with 
Form B, attached), for the fiscal year involved, for each of the 
2 immediately preceding fiscal years, and for such additional 
` fiscal years, if any, as plaintiff may deem normal for purposes 
of this case; | 


(2) unless submitted under subparagraph (а) (1) ` 
of this paragraph, a schedule showing total net sales, broken 
down as to renegotiable and non-renegotiable sales, if any, for 
the third, fourth, and fifth fiscal years preceding the fiscal 
year а 


ЕЕ a schedule showing xenegotiable sales, costs, 
and profits for the fiscal year involved by types of contract 
(CPFF, fixed price, incentive, etc.); and 
у (4) to the extent (if any) that plaintiff relies 
upon any breakdown of sales, costs, and profits by product, con- 
tract, type of contract, or otherwise, a schedule showing such 
data. 


(b) Plaintiff's statements and schedules in accordance 
with paragraph (a) shall: RTL 


ғ fa Ге sy and 
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(1) contain data in such detail that the state- 
ments and schedules may be admitted in evidence in lieu of 
producing the books and records from which the data were derived; 


(2) contain references showing the particular 
books and records from which they were taken, and explain the 
method or basis of any allocations or computations; 


(3) show (i) the address where the books and 
records needed for a verification of the amounts asserted or 
for a determination of the bases on which such amounts are 
computed may be examined by defendant, and (ii) the name and 
address of the person or persons who prepared the statements or 
schedules and who will be made available for the furnishing of 
infoxmation regarding such books and records in connection with 
defendant's examination; and 


(4) With respect to the fiscal years for which 
statements axe submitted under paragraph (a), identify and 
describe any previous audit of plaintiff's books and records by 
any independent certified public accountant or any Government 
agency. 


2. Defendant's Response on Accounting. 


(a) Within 90 days after receiving plaintiff's 
statements and schedules, defendant may make an examination of 
the pertinent books and records, and shall either submit to 
plaintiff's attorney of record and to the trial judge a state- 
ment showing the results of such examination or waive challenge 
of the accuracy of the statements and schedules submitted by . 
plaintiff as reflecting the contents of such books and records 
and the accuracy of the computations, including allocations, 
made therefrom. 


(b) Defendant's statement shall: 


(1) specify (i) the items, figures, computations, 
and allocations in plaintiff's statements and schedules defen- 
dant has verified, and (ii) those it has failed to verify; and 


(2) contain a complete explanation of each схсер- 
tion to plaintiff's statements or schedules, furnishing any 
different items, figures, computations, or allocations ascer- 
tained by defendant from its examination and specifying any 
altexnative methods or theories of accounting on which the excep- 
tions axe based. - 


(с) Defendant shall be deemed to have waived challenge 
to the accuracy of all items, figures, computations, or alloca- 
tions in plaintiff's statements and schedules, as submitted, to 
which defendant does not except in its statement. 
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(d) А report by defendant that it has verified ап 
item, figure, computation, or allocation shall not be deemed 
to be an admission by defendant of anything more than the 
accuracy of (1) the statements and schedules examined as 
reflecting the contents of the books and xecoxds from-which 
derived, and (2) the computations and allocations based thereon. 


3. Defendant's Cross-Statement on Accounting. Where 
defendant has derived from its examination of plaintiff's books 


or records items, figures, computations, or allocations on the 
basis of which it intends to offer evidence, defendant shall 
prepare, and submit to plaintiff's attorney of record and to 
the trial judge, within the time prescribed in paragraph 2, a 
cross-statement reflecting such items, figures, computations, 
or allocations. Тһе cross-statement shall comply with the 
requirements ав to form set out in paragraph l(b). Plaintiff 
shall make available for defendant's examination such books and 
xecords as defendant may require for preparation of its cross- 
statement (but see paragraph 5). 


4. Plaintiff's Reply. Within ,30.. days after receiving 
the data referred to in paragraph 2 (and paragraph 3, if appli- 
cable), plaintiff shall submit to defendant's attorney of record, 
and to the trial judge, a statement of its position with respect 
to defendant's (a) exceptions to plaintiff's statements or sched- 
ules, (b) proposed adjustments to plaintiff's statements or 
schedules, and (c) cross-statement (if any). Plaintiff's reply 
to defendant's cxoss-statement (if any) shall comply with the 
requirements ав to form set out in paragraph l(b). Plaintiff 
shall be deemed to have waived challenge to the accuracy of all 
items, figures, computations, or allocations in defendant's cross- 
statement (if any) to which plaintiff does not except. 


5. Modification. Requests for modification of any pxovision 
of this Order shall be made by motion. See Rules 51 and 52(c)- 
(e). | 


6. -Sanctions. Rule 114(b) provides sanctions for failure 
ос refusal to comply with the requirements of this Order. 


Lloya Plotchor, “Trial Judge 
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(Name of Company) 
STATEMENT ОР ASSETS AND LIABILITIES 


As of 


l. Assets 
a. Cash 
b. Marketable Securities (at cost) 
c. Notes Receivable 
d. Accounts Receivable 
e. Inventories 
Less Advances and Progress Payments 
Net Inventories 
£. Prepaid Expenses 


4. Other Current Assets 


Total Current Assets 
h. Land 
i. Buildings 
Less Depreciation 
j. Machinery & Equipment 
Less Depreciation 
“Net Property (h through 3) 


к. Other Fixed Assets 


1. Total Fixed Assets 


ШЕШШ Ш 


m. Total Assets 


Liabilities 

a. Notes Payable 

b. Accounts Payable 

с. Accrued Federal Income Taxes 
d. Accrued Federal Payroll Taxes 


е. Other Accrued Taxes 


£. Long Term Debt Due 


g. Other Current Liabilities 


h. Total Current Liabilities 
i. Long Term Debt 


). Other Liabilities 


k. Stockholders' Equity 
1. Capital Stock 
2. Capital Surplus 
3. Retained Earnings 


4. Other 


ШЩШЩШ ЩЩ 
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Total Liabilities 


Attached is a statement showing and 
explaining the plaintiff's allocation 
of stockholders' equity (net worth) 
between renegotiable and non-renego- 
tiable business and the basis for 
such allocation. 


(Name of Company) 
STATEMENT OF PROFIT AND LOSS 


Separated as to Renegotiable and Non-Renogotiable Business 


For Fiscal Year Ended 


Total Renegotiable Non-Renegotiable 
Business Business Business 


l. Sales, less 
discounts, returns, 
.& allowances: 
а. Prime Contracts 
b. Subcontxracts 

с. Other Sales 

d. Total Net Sales 


ee AR ot mst t 


е. Percent of 
Distribution 


2. Cost of Goods Sold: 
a. Materials 
b. Freight 
с. Direct Labor 


d. Indirect Mfg. 
Expense* 


е. Total Cost of 
Goods Sold 


1 
4 


£. Percent of Sales 
3. Selling & Advertising Expense: 


a. Salaries 


b. Commissions 


с. Branch Office 
Expense 


d. Other Selling 
Expense* 


e. Advertising 
Expense 


* Attach Schedule 


Form B 
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Form B 


Total 
Business 


f. “otal Selling 
& Advertising 
Expense 


g. Percent of Sales 
General & Administrative Expense: 


а. Officers' 
Salaries 


b. Other Office 
Salaries 


| 


ШШЕ! 


с. Other* 

4. Total General & 
Administrative 
Expense 


е. Percent of Sales 


Operating Profit 
(Ox Loss) 


Percent of Sales 
Other Income Allocable Wholly 


ос in part to Renegotiable 
Business* 


° Other Deductions Allocable 


Wholly or in part to Renego- 
tiable Business 


Net Profit for 
Renegotiation 


Renegotiable 
Business 


Non-Renegotiable 
Business 


Attach a complete description of the methods used in: | 


(1) Segregating between renegotiable and non-renegotiable 


sales; 


(2) Allocating cost of goods sold and expenses betwcen 
renegotiable and non-renegotiable business. 
b. Where the statements of profit and loss include items for ` 
š overhead, factory burden, general expense, equipment 
expense, or similar items based on allocations of entries 


shown in the books and records, 


the statements shall 


include attached schedules which itemize such indirect 
expenses and which show the accounting method ох principle 
upon which the allocations were made. 


* Attach Schedule 


(10/9/73] 
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IN THE 
UNITED STATES COURT OF CLAIMS 


\ 


` 207-15 


PACIFIC ARCHITECTS AND ENGINEERS INCORPORATED, 


Plaintiff, 
у. 


THE UNITED STATES, 


Р Defendant. 


4 
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FIRST AMENDED PETITION  FLODNOVYS (573 


To The Honorable, Ihe Judges 


Of The United States Court of Claims 
, Plaintiff hereby petitions this honorable Court for a 
redetermination of alleged excessive profits for its fiscal 
year ended December 31, 1967, all as set forth in a unilateral 
order of the Renegotiation Board (the "Board") dated August 27, 


1975, and, ds a basis for this proceeding, alleges as follows: 


езі TN a жы SERIALIZED... Жы ; 


т 
D D 
D 
| а | e 


. 1. Plaintiff is a corporation duly organized and 
| existing under the laws of the State of California, having . ' 
its executive offices at 600 South Harvard Boulevard, Los á ' 
Angeles, California 90005. | 
25 Plaintiff Seeks a determination that it realized 
no excessive pxofits fox its fiscal year ended December 31, 
1967. This Court has jurisdiction over this proceeding 
under ‘Section 108 of the Renegotiation Act of 1951, as 
amended (the "Act"). | | 
3. By its "Notice of Order Determining Excessive 
Profits" and its "Order База а Ы Excessive Profits" both 
dated August 27, 1975, (copies of which are attached hereto 
as Exhibit A and incorporated herein by reference), the 
Board determined that Plaintiff realized excessive profits 
for its Kiscal ese ended December 31, 1967 in the amount of 
$1,000,000 from contracts subject to the Act. By its letter 
dated Ockobdr 3, 1975, a copy 'of which is attached hereto as 
Exhibit B and incorporated herein by xeference, the Internal 
Revenue Service determined that pursuant to Section 1481 (b) (1) 
of the Internal Revenue Code, Plaintiff was entitled to a 
“tax credit for Federal Income Taxes in the amount of $480,000. 
| Accordingly, the net amount of excessive profits allegedly 


due is $520,000. The entire amount is in controversy. 
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| 4. Plaintiff's total sales during the fiscal year 

. ended December 31, 1967 were $121,731,737 anà з-на дона 
Sales were $121,628,996. Plaintiff's profits on said total 
sales were $3,081,355. Plaintiff's profits on said renego- 
tiable sales were $2,936,890. Plaintiff's profit on non-re- 
negotiable sales were $144,465. Plaintiff's renegotiable profits 


were 2.40% of plaintiff's renegotiable sales. 


5.. Plaintiff did not have ЕЕ profits under the ғ 
Act. Plaintiff is entitled 66 favorable consideration under ' 
' each of the factors set forth in Section 103(e) of the Act. 
Without Limiting the generality of the foregoing allegations; 


Plaintiff is particularly entitled to favorable consideration 


with respect to the factórs веб forth below by reason of, 


і among other things, the following: 


(a) Character of business. The renegotiable 
business of Plaintiff was complex and the character of said : 
E business was such that. Plaintiff did not receive any excessive 


profits. 


(i) The renegotiable business of Plaintiff 

consisted of Architect-Engineer ("A-E") services and facility 
engineering services. The A-E services provided by Plaintiff 
to the Government included design, survey, soil analysis and 


supervision of construction. Tbe facility engineering 


, 
` 
I ы з i 


` Services provided by Plaintiff to the Government consisted 


primarily of the maintenance and operation of U.S. Military 


facilities in South Vietnam and Thailand and’ minor construc- 


tion at those facilities. 


а 
4 


(ii) Without warning and due to escalation of 
military operations the facilities engineering activities of. 
Plaintiff in.Vietnam expanded geometrically as reflected by 


the sales increasing from approximately $46,000,000 Ап 1966 * 


' to approximately $119,000,000 in 1967. This enormous build- 


up occurred in à piecemeal fashion and required Plaintiff to 
immediately respond to the needs of the Government on a day 


to day basis. 


(iii) Plaintiff performed in a very 
hostile environment. Plaintiff was' operating in à war zone. 
During 1967, hostile action was approaching ‘its peak. 
Everything was in short supply:. Bi ta. vehicles, spare 
parts, eonstruckich materials, equipment, competent personnel, 
transportation and communications. Government-furnished ^ | 


equipment was also in very short supply. Тһе Government 


failed to provide all of ‘the equipment to Plaintiff that was 


contemplated under the terms of the contracts tha Plaintiff 


Һай with, the Government. This was a substantial impediment 


to Plaintiff's performing its assigned tasks. Тһе difficulty 
of performing in this hostile environment was compounded 


A 


. : 
> -4- 
à 


. 
л ' 
. ` 
Н 
i © , Ф 
, 


ped 


since Plaintiff had a multi-national and multi-cultural vê ' 
force, including Americans, Vietnamese, Filipinos and Koreans; 
and Plaintiff was required to perform in accordance with 

Army peacetime regulations. 

(iv) Notwithstanding the difficulties of 
operation under wartime conditions, in such a hostile environ-. 
ment, Plaintiff successfully performed its contractual 
obligations in a high-quality manner. Plaintiff successfully 
responded to the ever-changing demands of the Government and 
accomplished all assigned tasks. To facilitate performance, 
Plaintiff established an effective, recruitment and training 
program so that it would have personnel with the necessary 
Skills to perform its contractual obligations. Since Govern- 
nent-fornished property was in short'supply,,Plaintiff 
obtained the necessary equipment from non-military ЕТ 
including the local economy. Since the communications 
network was totally inadequate for Е бе such a, complex 


business operation, Plaintiff established its own communi- 


‘cations network. а 


(b) Efficiency. Plaintiff's operations were 
highly efficient, and Plaintiff effected substantial cost 
t 


savings in 1967 for the benefit of the Government. Said 


cost savings not, only directly benefited the Government but 


+ 


also reduced the renegotiable "sales" of Plaintiff, thereby 


|| increasing the percentage of renegotiable profits in relation- 


Ship to sales without increasing said profits. Plaintiff 
successfully performed its contractual obligations in a 
high-quality manner notwithstanding the said geometric 
increase in its activities during 1967. "Plaintiff made , ' 
economical' use of materials, facilities and manpower. Other 
factors which demonstrate Plaintiff's efficiency are.set 


forth in paragraph 5(a)(iv) above. 


(c) Contribution to the Defense Effort. Plaintiff 
| : made a substantial contribution to the defense effort. . 
Plaintiff performed under hazardous conditions and difficult 
environmental and geographical conditions. Plaintiff over- 
came difficulties in providing materials and services for 
. the defense effort. Тһе facilities engineering effort of 
Plaintiff in Vietnam was unique in that it was the first 
time that a civilian contractor was used to perform facili- 
ties engineering work in а war zone. Plaintiff was respon- 
' sible for а major segment of the defense effort in Vietnam 
-- providing vital support to hundreds of thousands of 
troops through Vietnam., 
(a) ' Extent of Risk. Plaintiff incurred substan- 
tíal risks in the performance of its contractual obligations. 
Plaintiff was responsible for Government installations, 
material, property and equipment with an estimated value of 
ОЕ 5650;000,000. Under certain cixcumstances 


a ` 
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Plaintiff was obligated to reimburse ‘the Government for loss 


or destruction of this property. Under the: terms of the 
| contracts, Plainti£ff's liability or injuries to third 
° persons was under certain circumstances not covered Бу 
| insurance and did not constitute a reimbursable cost. 
Plaintiff incurred risks that contract costs which had been ` I : 
incurred in good faith would be disallowed. Plaintiff 
borrowed substantial amounts so that it could perform under 
the contracts. Early in 1967, Plaintiff secured a $10,000,000 ' 
line of credit. Plaintiff continuously drew against this 
line of газ. at опе time in-an amount of approximately 
.$8,800,000, in connection with the performance of its renego- 
tiable business. Also, Plaintiff risked the lives ána Both 
a the physical and mental health of its top management who 


i i 


. ' spent substantial periods of time in Vietnam. 


(е) Reasonableness of Costs апа Profits. Тһе 


costs and profits of Plaintiff were reasonable. 


(i) As set forth in paragraph 4 hereof, 
renegotiable profits, as a percentage of renegotiable sales 
were 2.40$ in 1967. The percentage earned by Plaintiff was 

Ы 1 less than the Department o£ Defense Са for cost plus 
fixed fee contracts. and substantially less than the percen- 


‚ tage that was cleared by the Board for Plaintiff in 1966. 


(ii) Fee allowances for fiscal year 1967 were 
negotiated in accordance with ASPR 3-808.2 "weighted guide- 
line method" using low percentage factors. 

(iii) Plaintiff did not eaxn any more 
than negotiated, anticipated and intended by. the Government. 

(iv) The Government had able and competent 
people negotiating and reviewing the contracts, who were in 
a position both to determine and negotiate reasonable fees. 
The fees agreed upon were reasonable. 

(v) The fees earned on Contract No. DAJB 
11-67-С-0001 totaled $1,860,000 and were negotiated after' 
performance. Most.of said fees were included in plaintiff's 


profits for 1967. 


(vi) Plaintiff, after lengthy discussions and 
negotiations, agreed to a downward fee adjustment of $255,000 


for Contract No. DAJB 11-68-C-0008. 


WHEREFORE, Plaintiff prays that this honorable Court 


may hear this proceeding and determine that Plaintiff realized 


по excessive profits’ for its fiscal year ended December 31, 
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7 REFORMI ^ sra FORK OF CONTRACTO® 3 * form Approved M 
To be filed with | FOR RENEGOTIATION ` udget Bureau 


No. 101-R002 


RENEGOTIATICN BOARD [CONTRACTOR'S МАМЕ Б ENTER LPI NO, 
Washington, D.C. 20446 PACIFIC ARCHITECTS & ENGINEERS, INC. | 
NUMBER AND STREET TR у E ` 
оп ot before Ist | 3540 Wilshire: Boulevard 85711 
day of 5th calendar CITY AND STATE | 


Los Angeles, California 


tronth following close | n 
FISCAL, YEAR ENDEO - 


of your fiscal year 


31 


December 


Sec. 1. Income Statement for Renegotiation ' 


| RENEGOTIABLE _ _ 
FIRM СРЕҒ OTHER 
FIXED PRICE 
(8) (€ (0) 


CLASSIFICATION , 


1, SALES (NET): 
o, Рите Controcts 


ы. Sobeontroets 


<, Commissions 
d, Royalties, Reatols, Naat, Fees, etc, z 
ا‎ Net Sates s 
4. COST ОҒ 60005 SOLO: 
о. Moteriols 
t. Direct [er 
€, нес! Mig. Exo. (Attach Schedule) 
4. 


е. Төлді Cost of Goods Sold 


3. SELLING & ADVERTISING EXPENSE: 
©. Saleries 


<. Bronch Office Éxpen.e N 
Кес A LCN REA ERR pe Mer as ATTA SECA aps asp A 


$. Other Solling Expense (Attach Schedule) 
| е, Totel Selling Expense | 
f. Advertising Expense 


g. Тото! Selling & Advertising Expense 


4.GENERAL 8 ADMINISTRATIVE EXPENSE: 
9. Officers” Solories 
b. Othee О ice Sotories 
<. Other (Attach Schedule) 
$. Тото! Gen'l, & Ад», Expense 


7. AD3.F ROM BOOKS TO TAX BASIS(Att.S chod. 
8. TOTAL COSTS А EXPENSES 
$. OPERATING PROFIT OR (LOSS) 


10, OTHER INCOME & (DÉDUCTIONS) NET, 
ALLOCABLE IN WHOLE OR PART TO RE- 
NESOTIAGLE SUSINESS(Attach Schedule) 


3. МЕТ PROFIT FOR RENEGOTIATION 
BEFORE STATE INCOME TAXES ` 


одно зы € ы awa ш Е 

12. OTHER INCOME 8 (CEDUCTIONS) NET, 
ALLOCASLE WHOLLY TO NON-RENÉEGC- 
VIABLE BUSINESS (Attach Schedule) 


13, STATE TAXES MEASURES AY INCOME 
14. МЕТ INCOME PER TAX RETURN 


1$. SPECIAL ITEMS IN LINES 2-7: 
o. Research & Development Expense 


Ъ. Totel Officers" Comsensetion 


Sec. H. Segregation of Sales and Allocation of Costs and Expenses (Instruction И) 

WE ATTACH A FULL DESCRIPTION OF THE METHODS USED IN: I 

(а) Segregating sales between renegctiable and non-renegotiable, including the method of determining exempt sales 
әрі the amounts thereof by суре. _ НЕ 3 

(b) Allocating cost of goods sold and expenses between renegotiable and non-renegotiable business. i 
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